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PEEFATOEY NOTE. 


The present Volnme is a new edition, modified in 
certain respects, of the ‘Essays in Moral and Political 
Philosophy,’ originally published in 1879, and now 
for some time out of print. 

The alterations in the present Edition consist of — 
(1), omissions; (2), additions; and (3), changes in 
arrangement. 

To render the Work more suitable for Students of 
Economics, those Essays which dealt mainly with the 
non-economic asjiects of social life have been omitted. 
It is not thereby intended to depreciate their merits, 
which are, in our judgment, of a high order; but their 
preservation having been secured by the publication 
of the former Edition, it has been thought desirable in 
the present, which is specially designed for University 
use, to aim at gi'eatcr unity of subject. 

Seven Essays, published after the appearance of 
the former edition, have here been added. In the 
opinion of the Editors, they bear all the distinctive 
marks of Mr. Leslie’s best work, and deserve to 
appear in a permanent form. 
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Prefaionj Note. 


A different arrangement has been adopted for the 
purpose of bringing togetlier Essays of a similar 
character. Thp guiding conception has been to gi-oup 
— (1) the Critical Essays ; (2) tlioso wliieli are ex- 
pository of the Author’s general view of Ettonoinics ; 
and (3), those dealing TOth the interpretation of 
actual phenomena, or witli economic policy. In the 
first group are comprised Essays i.-xiir. ; in the 
second, Essays xiv.-xvii. ; and in tlie last, Essays 

XVIII.-XXVI. 

The Student who desires to trace tlie de\-eIopmcnt 
of Mr. Leslie’s views can obtain tlie dates of publica- 
tion of each Essay from the footnotes appended to 
the titles. 

J'OIIX K. LXCrEAM. 

C. F, BASTABLE. 
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BIOGMPHICAL NOTICE OF THE AUTHOR* 


Thomas Ebwahd Clippe Leslie, one o£ the ablest and most original 
English economists of the present century, ^xas bom in the county 
of “Wexford, in (as is believed) the year 1827. He was the 
second son of the Eev. Edward Leslie, Prebendary of Dromore, 
and Eector of Annahilt, in the county of Down. His family was of 
Scotch descent, but had been connected with Ireland since the reign 
of Charles I, Amongst his ancestors were that accomplished and 
energetic prelate, John Leslie, bishop first of Eaphoe and afterwards 
of Clogher, who, when holding the former See, ofiered so stubborn a 
resistance to the Cromwellian forces, and the bishop^s son, Charles, 
the well-known non- juror. Cliff e Leslie received his elementary edu- 
cation from his father, who resided in England, though holding 
Church preferment, as well as possessing some landed property, in 
Ireland. By him he was taught Latin, Greek, and Hebrew at an 
unusually early age. He was afterwards for a short time under the 
care of a clergyman at Cla|)ham, and was then sent to ICing William’s 
College, in the Isle of Man, where he remained until, in 1842, being then 
only fifteen years of age, he entered Trinity College, Huhlin.f He was 
a distinguished student there, obtaining, besides other honours, a Classi- 
cal Scholarship in 1845, and a Senior Moderatorship (Gold Medal) in 
Mental and Moral Philosophy at his Degree Examination in 1846. 
Ho became a law student at Lincoln’s Inn, was for two years a pupil 
at a conveyancer’s chambers in London, and was called to the English 
Bar. But his attention was soon turned from the pursuit of legal 


Eeprinted, by permission, from the JUritanuiedf 9th ed, 

tlt is noteworthy that John Elliot Caimes, William Edward Hearn (author 
of ThitologPi 1S64), and Kichard Hussey Walsh (author of an JEiementar^ Treatm 
€n Mctallk Currency, 1853), were in the same Junior Freshman Class of 1842-3. 
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practice, for wliicli he never seems to have hatl much iiieliiiatioii, bj 
Ms appointment, in 18o3, to the Professorship of Jiirisprmlence and 
Political Economy in QneeMs College, Belfast.* The duties of this 
Chair reqiiiring onlf short visits to Ireland in certain Terms of €at*h 
year, he continned to reside and proseente his studies in London, anti 
became a frequent vrriter on economic and social f|uestioBs in the 
priiieipal Bevievs and other periodicals.f In 1870 he coIlcctcKl a 
number of his Essays, adding' several new ones, into a volnnii?, entitled, 
^Lancl Systems and Industrial Economy of Ireland, England, and 
Continental Conntiios.’ J. S. Mill gave a full account of the contents 
of this vrorh in a Paper in the ‘Fortnightly lleview,® in which ho 
pronounced Leslie to be ‘ one of the best Hiring writers on applied 
political economy.’ Mill had sought his acquaintance on reading his 
first article in ‘ Macmillan’s Magamneu’ He admired his talents, and 
took pleasure in his society, and treated him with a respect and kind- 
ness M'hich Leslie alwaj's gratefully aeknowIcdgecL 

In the frequent visits which Leslie made to the Continent, 
especially to Belgium and some, of the less known districts of France 
and Geimiany, he occupied himself niueli in economic and social obser- 
vation, studying the effects of the institutions ami system of life, ivhieh 
prevailed in each region, on the material and nmrul conditiiUi of its 
inhabitants. In this way he gained an extuisive and accurate 
acquaintance with Contmentat rural economy, of whieli ho made 
excellent use in studying paralM phenomena iit lioiiiiu Tlie mmimU 
he gave of the results of Ms observations were among his happiest 
efforts. ‘ Ho one,’ said Mill, ‘ was able to VTite iiarnitives of foreign 


*Iu the Preface to the former edition of this work 5lr. fuw clearly 

explained tbe way in wMcli his economic doctrine was fonried:--** Whereas 
IVIr. Mill, in his yonth, attended the lectures of Aii5!iii, the author had the 
good foilmie to attend those of Sir Henry Maine at the Middle Ti^mple, am! to learn 
first from them the Mstoiical method of im'e«tigallo!u followed with hrilUaiit 
success in Ancient Lmv, ViUage CmmmmUm i#i the Emt mni Wmt, imd the 
Zeeture^ mi tlw Earhj ZZistorij of ImtUnikm. IlViIdiiig a Profe,HSwrdii|» of botli 
Jurisprudence and Political Economy, he was led to apply that to the 

examination of ceonomie questions, and to look at the present cermomir slnnitiire 
and state of society from Sir Henry Maine’s ptnnt of view, as the result of a long 
CYolution, Further investigation has convinced him that: tlie IhigliVh cccmriroisl 
of the future must study in the schools of both 3rfr. Slubhs and Sir iienry Maine, 
as well as in that of Mr, Mill.” ... 

t In 1809 he was appointed Examiner in Political Economy to the Hnivertity 
of London, which post he held for five years. 
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visits at once so instructive and so interesting.^ In these excur- 
sions he made the acquaintance of several distinguished persons, 
amongst others of M. Leonce de Xavergne and M. Emile de Laveleye. 
To the memory of the former of these he afterwards paid a graceful 
tribute in a biographical sketch (Essay xii. in the present volume), 
and to the close of his life there existed between himself and M, de 
Laveleye relations of mutual esteem and cordial intimacy. 

Two essays of Leslie’s appeared in volumes published under the 
auspices of the Cobden Club, one on the ^Land System of Erance/ 
containing an earnest defence of and still more 

of la petite proprUU; the other on ^Einancial Eeform’ (1871), in 
which he exhibited in detail the impediments to production and 
commerce arising from indirect taxation. Many other articles 
. were contributed by him to Ee views, including several discussions 
of the history of prices and the movements of wages in Europe, 
and a sketch of life in Auvergne in his best manner; the most 
important of them, however, related to the philosophical method 
of political economy, notably a memorable one which appeared in the 
Dublin University periodical ^ Hermathena.’ In 1879 the Provost 
and Senior Fellows of Trinity College published for him a volume in 
which a number of these articles were collected, under the title of 
‘Essays in Political and Moral Philosophy.’ These and some later 
essays, which ought one day to be united with them,* together with 
the earlier volume on ‘ Land Systems,’ form the essential contribution 
of Leslie to our economic literature. He had long contemplated, and 
had in part written, a work on English economic and legal history, 
which would have been his magmm opm — a more substantial fruit of 
his genius and his labours than anything he has left us. But the manu- 
script of this treatise, after much pains had already been spent on it, 
was unaccountably lost at Haney in 1872; and though he hoped to be 
able speedily to reproduce tlic missing portion and finish the work, it 
is feared that but a small part of it, if any, has been left in a state fit 
for publication.f What the nature of it would have been may be 
gathered from an Essay on the ‘ History and Future of Interest and 
Profit’ (Essay xriii. in the present volume), which is believed to have 
been in substance an extract from it. 


^ The later Essays, here six>koii of, are included in the present volume, 
t The fear expressed above has since been confirmed ; no part of the work wa» 
left in such a state as would admit of its publication. 
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That he wm able to do so much may well he a stibji'‘ct of wonder, 
when it is known that his labours had long been impedetl by a painful 
and depressing malaclyj from which he suffered scTcrely at intervals, 
whilst he never felt secure from its recnri'hig attacks. To this disease 
he in the end sneenmhed at Belfast, whither he haii gone to discharge 
his professorial duties, on the 27fh of January, 1882, in the fifty-iifOi 
year of Ms age. 


ESSAYS m POLITICAL ECONOMY. 
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1 . 

THE LOYE OF MONET.^ 

'Thb Love of Money lias always^ been in more or less disrepute 
with moralists. They have almost universally assigned to it 
nearly the lowest place in the scale of human affections. We 
say of human affections, for it is one which distinguishes man 
from all other animals, however intelligent. ^You call me 
dog,^ said Shylook to the Christian merchant; ‘hath a dog 
money Phrenologists have indeed laid down that all the 
propensities — combativeness, destructiveness, 
ness, alimentiveness, love of life, &c. — are ‘ common to man 
with the lower animals ; ’ but we are suprised that they have 
not discovered a peculiar protuberance on the outside of the 
human head corresponding wdth a peculiar propensity for money 
inside it. It is the more to be regretted that they have not 
ascertained the locality of this organ, since a claim has been set 
up on behalf of the lower animals to a close relationship to the 
human family. If a bump of philargyriveness or philonomis- 
inativeness could be shown on the human head, a conspicuous 
absence of this manifestation on the cranium of the former 
would enable us to disprove the connection, to the satisfaction 
at least of believers in phrenology. It would not, however, 
enable us, without further inquiry, to determine whether 
the love of money, which distinguishes us from the brutes. 


^ This Essay was published in Kovember, XS62, in a periodical which has 
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places us above or below them in moral elmrncter. To satisfy 
ourselves on this point, we must begin by inquiring wlint 
this thing ‘ Money®’ of which men, and men only, are so fond, 
consists of. Sir Robert Peel’s celebrated ijnestion — ‘ "What 
is the meaning of that word, a Pound, with which wo are all 
familiar?’ — was answered by liiraself in terms to the effect that 
a pound of money is a fixed quantity of gold or silver. But 
this answer, though highly appropriate to a di.senssiou on the 
currency, is irrelevant to our present inquiry, whetlu'r money is 
a good or an evil ; and whether tlie love of it is a giiod or a bad 
quality in mankind. Sir Robert Peel very justly ri«liculed tho 
definition given by one writer on tiro currency of a pound, 
as ‘ a sense of value in inference to ctirreiuy a.s e(uupared with ■ 
commodities.’ Yet in practicanife this is really something like 
what men generally mean and want by money. Thej' mean so 
much goods; so nuu-hof the eomnioclities for sale in the market 
of the world. A pound to a ‘ navvy, ^ for inst unce. is so much 
beer and tobacco; toius'mofhfr it is so much fe.) ami sugar. 
But those two cases are suflieient to show the extreme difficulty 
of pronouncing any moral judgment wliutevcr ujioii the lovo of 
money, considered as a general human propeuifity ; for the lova 
of tea and sugar is universally admitted to bo iti itself an innowsnt 
affection, while the lovo of beer and iobaecu ih often condenmed 
as comhinlng two most pernicious de.dres. I'ho love of money 
is really only a plirase for the love of a vast number of different 
things, which maybe good, bad, or indifferent, reg!irde<l from a 
moral, religious, msthetieal, political, or medictil point of view, 
but which are alike in one respect— namely, that they are all to 
be had, for money, and are not to be had n itliuuf it. As .Solomon 
said, ‘A feast is made for laughter, and wine muketh merry; 
hut money answereth all things.’ The liu*e of mom>y i.s that 
universal desire for wealth from which political cemKunists have 
deduced a theory of commercial values, ahuig with several 
important truths respecting the conditions of industrial energy 
and pmsperity. Everybody wishes for aonio kind of wealth, and 
money is convertible into every other kind ; and therefore every- 
body loves money for some purpose or other, from which we get 
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tte laws of oonipetition, prices, wages, profits, and rent. Yet 
this general principle of pecuniary interest or love of riches by 
no means explains all the phenomena of the economic world. 
For it is, as we have said already, only a single expression for 
a great variety of wants, wishes, and tastes, which are not always 
the same from age to age, or from country to country, nor felt 
alike by every individual in any one age or country, and which, 
moreover, lead to very different consequences as regards the 
nature, amount, and distribution of wealth, and as regards the 
material as well as the moral welfare of human society. 

That disease of language which metaphysicians call the 
realism of the schools still infests many of the terms and phrases 
• which philosophy must employ. A host of different things are 
alike in some one respect, and a common name is given to them 
in reference to the single quality or oircmustance which they 
have in common. It is simply a name for their common feature, 
but it puts their numerous differences out of sight and out of 
mind, and they come to be thought of in a lump as one sort of 
thing. Those moralists, accordingly, who feel themselves the 
better for heartily denouncing the general i)rineiple of the love 
of money or pursuit of wealth with which political economy sets 
out, confound, in their horror of a mere abstraction, the love of 
health, cleanliness, decency, and knowledge, with sensuality, 
avarice, and vanity. And perhaps political economists have not 
escaped a bias from their own phraseology, and are apt to imagine 
in their scientific discussions a much fuller explanation of thti 
complete phenomena of wealth, and a much closer approximatioti 
to the complete philosophy of the subject, than lies within their 
province as commonly circumscribed by themselves at present. 

It is obvious that the love of money includes a demand for 
various things, the production of which variously affects both 
the material interests of the consumers and the quality and dis- 
tribution of the revenue of the whole community. It includes 
a love of pictures, toys, jewellery, plate, furniture, clothing, 
opium, soap, bibles, brandy, and, in short, everything in the 
International Exhibition, and many things not exhibited there* 
3 includes a love of eating and .drinking, both 'in moderation 
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and in excess; of literature and science; of arclutecture ; of 
the fine arts ; of indolence and ease, and of Business and sport ; 
of foreign travel, and of a country house ; of music ; of charity, 
sensuality, cruelty, and power ; of horses and dogs. It expresses 
sometimes a desire for the comforts of an old haehelnr, and aonie- 
times an inclination for matrimony ; and wljen it takes the latter 
direction, it means with one young ladj' love in a cottage, and 
with another a palace without love ; in one man it is fortune- 
hunting — in another, a disinterested attachment to Miss Aurora 
Penniless. The disciples of Malthus know how to discriminate 
between the economic consequences of these diverse matrimonial 
tendencies, and the impoiiant differences of their hifluenco on 
file price of beef. Napoleon III. seems to Behold in money the 
sinews of war ; his friend Mr. Cohden conned s it with commerce 
and peace. The poor man's love of money is a different feeling 
from the rich nmu’s, and, accordingly, the writer of this essay 
never tlirobs witli the emotions which must animate tlio Breasts 
of Baron liothschild and Ijmi Ovorstonc. The American 
Southerner worships in the almighty didlur the giver of Africati 
slaves; the negro slave of Brazil adores it clueJiy as tho 
purchaser of lihorty. The w’ealtli which is coveted !>y men in 
the East is not that ■which is most prized By the men of tho 
West. An Incliau Rajah's chief wealth is a plurality of ivives, 
personal attendants and elephants, and a load of gold trapjdiigs 
on both his elephant’s body and his own — all ■^vhich, not exdusi ve 
of the wives, would he more than an English duke or prince could 
Bear. An old writer gives an account of a religions ceremony 
which he witnessed in Turkey, at which Prince Mustapha— 'a 
hoy of eleven years old— ‘was so overloaded witli jewels, Both 
himself and his horse, that one might say ho carric'd the '\-aluo 
of an empire about him.’ That is to say, the wealth which, in 
the hands of English capitalists, would have nuido a whole 
territory prosperous, an'd been distributed in •wages through 
many hundred famffies, was concentrated upon making one 
, small Turkish child vain and xmcomfortahle. And tho oriental 
lust for jewels not only has effects upon the economio condition 
of the world whioh merit the attention of the poiitioal economist, 
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but it lias also, in a great measure, sprung from the absence, for 
many ages, of the conditions essential to general prosperity, and 
the accumulation of wealth in really useful forms. Wherever 
insecurity has long prevailed, a spirit of hoarding must exist, 
with a desire for that sort of wealth which contains much value 
in a durable and portable form, and which is easily hidden, 
easily removed, and none the worse for being buried for months 
or years in the ground. It is probable, therefore, that the love 
of gold chains and J ewels for which the European Jew is remark- 
able has a European as well as an Asiatic origin, being inherited 
from his persecuted, plundered, and usurious ancestors in the 
middle ages, who found it necessary to pack their wealth into 
the smallest possible compass. 

T]ie existence of security, banks, and paper currency, have 
long exterminated from England that curious animal the 
genuine miser, with his treasure in a strong box, doing no good 
to anyone. Dr. Johnson, talking of misers to Boswell, said, 

^ A man who keeps his money has, in reality, more use of it 
than he can have by spending it. Why, sir, Lowther, by 
keeping his money, had the command of the county, which his 
family has lost by spending it.’ But an English millionaire 
does not keep his money to himself, as the ancient miser, 
whether he spends it or not. If he saves it, instead of locking 
it up or carrying it about on his body, he puts it in a bank, and 
the banker’s customers make use of the w^ealth he does not 
himself consume. 

But when %ye say tliat the form of the love of money which 
displays itself in a love of dress, ornaments, and Jewels, is almost 
confined to the men of Eastern countries, -we must be understood 
as speaking of men in the narrowest sense, and as making no 
allusion in that comparison to the ladies of the two hemispheres. 
Women have everywhere their own peculiar notions of the 
value of money ; and a world of either men alone or of women 
alone would contain a very different assortment of articles of 
wealth from that in the great mundane shop for both sexes 
which exists. With most species of 'animals, the male is more • 
gorgeously dressed than the female ; but so it seems to be with 
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fte human species generally, only in its less civilized forms. 
For we may perceive, with the growth of European civiliza- 
tion, a marked decKne in the taste of men f<.r the disiday of 
wea on e ody. A medimval baron was much more expen- 
sively go up than his wife or daughter. Even in the last 
centuj the toilette of a gentleman was nearly u.s elaborate nm.l 
splendid as that of a lady. Xow, a gentleman thinks ho makes 
a smart ajpearanee with a flower in his Initfon-liole, at an 
assembly at which the ladies are blazing witli di.ainoiuls. It 
might be an instractivo inquiry how far this diflVrenco in tlui 
desire for wealth is traoeablo to a radical dillV.renoo in the 
natural menM constitutions of tJio sexes, and imw far to 

husbands, while men hunt .se.ats in parliament, and foxes 

Addison remarks, ill t be fir M It o ri i i 

women in oir i may observe that 

the outside oi their heads.’ Perhaps one r.-as,m f.,r Ihis i< Ih-it 
men have m all ages prevented tliem from taking s.unu.E paim 

of fko i,r,„ “w," "f™ rcvoluli,,,, 

L « for a r T ""f “ >'>”t ftom Ira,! 1„ foot, 

A%-r j ^ f™eml; and by most men, of uH ranks in that 

huesTll dafr’ themselvt's in the dingiest 

Boooe iid WdST of good 

waste- -while th “niiiig at show and accunudisliing 

pWnnesa aad ^fl^g ‘tom”"™™ “ °“”® “ 

ou the road withasm^tbon jr ^ : 

smart bonnet, an extensive petticoat, and a gay 


7 


. The Love of Money. 

parasol carried in the usual manner, hut with a pair of shoes 
not upon her feet, hut in her hands. Kve-and-twenty j^-ears ago 
such a girl would have no more minded the effect of the sun on 
the skin of her face, than she now minds the effect of the earth 
on the skin of her foot ; and five-and-twenty years hence it 
may be safely predicted that such a girl will not only think it 
advisable to wear her shoes on her feet, hut will discover that 
they really hurt less there, when one is used to them, than the 
stones upon the road. At the same time, we must admit that 
the shoemakers of mankind — and of womankind, too, we pre- 
sume — have left nothing undone to perpetuate a prejudice 
against their own particular production, and to weaken the 
. force of the love of money for the sake of obtaining it. There 
is, again, in the inventory of modern wealth, and among the 
civilized uses of money, another article of dress of so obvious 
and simple a character that many persons may naturally suppose 
that it descends from the most remote antiquity. Yet, some 
centuries ago, all the wardrobes in England did not compidse a 
single night-dress for lady or gentleman, king or queen. Take 
again, another institution of the modern dressing-room—the 
bath. There is a history of civilization in the Tale of a Tub. 
There is a letter to the old ^ Spectator,’ on the effects of the love 
of money, in which the writer says that it is to that we owe the 
politician, the merchant, and the lawyer; ^Nay,’ he adds, 
believe to that also we are indebted for our ^ Spectator. ^ We • 
are not prepared to explain the various motives which inspire 
the pens of authoi's. Did Shakspeare write for money ? Did 
Pope ? Did Dr. Johnson ? Did Lord Macaulay ? Does Sir 
Edward Bulwer Lytton ? We are concerned at present with 
the motives of consumers rather than producers ; and ohe thing 
at least is clear, that it is highly to the credit of the former to 
elicit such productions from the latter, and that the love, of 
money in the modern world is to a great extent the love of 
good, elevating, and instructive objects — a love which meets 
with its return. New desires for health, decency, knowledge, 
refinement, and intellectual pleasures, . have, in fact, revolu- 
tionised production. The antithesis to modem wealth is not 
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so mueB. poverty as a different kind of wealth. The change 
is more remarkahle in the quality than in the qtiantitj. 
No inconsiderable, part of human wealth, it is true, still con- 
sists of the means of unhappiness rather than of happine.ss, and 
of the gratification of vice rather than of virtue. On the whole, 
how'ever, there is a transformation in the moral character of 
w'ealth, and of the desires involved in t ho general lovo of money. 
For the most part, instead of representing wk-kedness, brutal 
delight, and idle pomp, or conquest, tyrann}’, and plunder, the 
wealth of Etu-ope represents peace, culture, liberty, and the 
comfort of the many rather than the ranguiilcenee of the few. 
Where man’s treasure is, there his heart is also; aiul the trea- 
sures of modem civilization seem to us to show us n niarkalilenn 
improvement in the moral as in the intelledual and jihysica! 
condition of society. ‘ Riehos,’ said iMilton, ‘ grow iu hell ; * for 
even in Ids time much of the wealth that grew on earth boro 
many marks of being the property of ba<l mid unhappy beings. 
But we may ventux-o now to ask those well-meuniug pi-rsoins who, 
without regard to time and plaei', and witiiout diseriiniuatioa 
between good and evil, re|>eat ancient w'aniings against the love 
of money and the pursuit of wealth, whether they mean to 
praise dirt under the name of poverty, and ^vhethcr they think 
idleness better tiian industry, ignorance better than .sdeneo and 
art, and barbarism better than civilized progre.s.s ? To political 
economists, on the other hand, wo venture to Huggc.'^t the cul- 
tivation of a department of tlio phiIo.>jOithy of rielics which has 
never been scieutiflouily investigated. The laws which regulate 
tho value of the supply forthcoming from producers have been 
almost exhaustively developed in political economy ; but tlm 
deeper laws which regulate tho demand of tho consumers, and 
which give the love of money all its force and all its moaning, 
have never yet received the regular attention of any school of 
philosophers. 


THE WEALTH OF NATIONS AND THE SLAVE 

POWEE,^ 


It has long been a prevalent notion, that political economy is 
a series of deductions from the principle of selfishness or private 
interest alone. The common desire of men to grow rich by the 
shortest and easiest methods — to obtain every gratification with 
the smallest sacrifice on their own part — has been supposed to 
be all that the political economist desires to have granted in 
'theory, or to see regulating in practice the transactions of the 
world, to ensure its material prosperity. A late eminent writer 
has described as follows the doctrine of Adam Smith, in the 
‘Wealth of Nations’ : ‘He everywhere assumes that the great 
moving power of all men, all interests, and all classes in all 
ages and in all countries, is selfishness. He represents men as 
pursuing wealth for sordid objects, and for the narrowest 
personal pleasures. The fundamental assumption of his work 
is that eaeh man follows his own interest, or what he deems to 
be his interest. And one of the peculiar features of his hook 
is to show that, considering society as a whole, it neaxdy always 
happens that men, in promoting their own, will unintentionally 
promote the interest of others.’t 

But, in truth, the acquisitive and selfish propensities of 
mankind, their anxiety to get as much as possible of everything 
they like, and to give as little as possible in return, are in their 
very nature principles of aggression and injury instead of 
mutual benefit: the mode of acquisition to which they iin- 


^ Mnemiiim^s February,, 1863. 

t Buckie’s Mistorg pf €mlimtim^ TOl. ii 


10 The Wealth of Nations and the Stare pearer. 

mediately prompt is 'tliat of plunder or iliel’t, and the eompe- 
tition 'ffiiieli they tend to iiidueo is flint nf conflict and war. 
Their first suggestion is not, ‘ I will lahour for yon,’ but ‘you 
shall labour for me;’ not, ‘Give me this, anil I will give you 
what will suit you better in exchange,’ but, * f.iivc it to me, or 
else I will take it by force.’ The conqueror rathr^r tlum the 
capitalist, tlic pirate rather than tlie incrchuiit, the brigand 
rather than the labourer, the wolf rather than the watch-ilog, 
obey the impulses of nature. The history of the pursuit of 
gain is far from being the simplo history of industry, with 
growing national prosperity: it is the hisfory ulso of depreda- 
tion, tyranny, and rapine. One passage in it is thus given, in 
the early annals of our own country : ‘ j'lvcry ruh man built 
his castle, and they filled the land with cii'-th’S. 'i'hey greatly 
oppres.sed tlie wretched people by making th'-ni u^rk at their 
eastle.s, and. wlien they were lhti>hed, fliey tilled llc-m with evil 
men. Tlicn they took those wlnnu they suspected to have any 
goods, seizing both men ami women by night and day; and 
they put them in prisons fur their gold and silver, and tortured 
them with pains unspeakable. . . . The earth bare no corn; 
you might as well Imvo tilled the sea; for the hind was all 
ruined by such deeds.’ 

But if Ttihsery and desolation arc the natural fruits of tho 
natural instincts of mankind, how has tho pro.spcrify nf Europe 
steadily advanced in spite of the. ouomy to it which nature 
seems to have planted in every luaii’s breast ? How has the 
predatory spirit been tran-sformod into tho imlu-^triHl and com- 
mercial spirit ? Under ivhat conditions are individual eifurta 
exerted, for tho most jsart, for tho general goedt* These arc 
tho chief problems solved in Adam .Smith’s ‘Impiiry info the 
Nature and Causes of the Wealth of Nations.’ He has been 
careful to point out that ‘the interests of individuals and par- 
ticular orders of men, for from being ahvaj's coincident with, 
are frequently opposed to, the interests of the public;’ and ho 
observes that ‘ all for themselves and nothing for other pcopio 
seems tp have been, in every ago, the vile ma.xim <»f the master* 
of mankind.’ The effort of every man to improve bis owa 


The Wealth of Nations and the Slave Power. 11 

oondition is, it is true, in Adam Smith’s philosophy, a principle 
of preservation in the body politic ; but his aim was to demon- 
strate that this natural effort is operative for the good of society 
at large only in proportion to the just liberty secured to every 
member of it to employ his natural powers as he thinks proper, 
whether for his own advantage or for that of others. Every 
infraction of, and every interference with, individual liberty he 
denounced as being as economically impolitic as morally unjust. 
His sj'stematie purpose was to expose the losses which a nation 
suffers, not only from permission of the grosser forms of violence 
and oppression, but from every sort of restriction whatever upon 
voluntary labour and enterprise. Of laws regulating agriculture 
.and manufactures for the supposed advantage of the public, he 
said, ‘ both were evident violations of natural liberty, and there- 
fore unjust, and they were both too as impolitic as they were unjust. 
That security, he added, which ijie laws in Great Britain give 
to every man, that he shall enjoy the fruits of his own labour, 
is alone suiScient to make any country flourish. The history 
of Europe, in so far as it is the history of the progress of 
opulence, is not, in his pages, the history of selfishness, but of 
improving justice ; of emancipated industry, and of protection 
for the poor and weak. It is, accordingly, the history of 
strengthening restraints upon the selfish disposition of mankind 
to sacrifice the happiness and good of others to their advantage 
or immediate pleasure. The fundamental principles on which 
the increase of the wealth of nations rests are thus summed up, 
at the end of Adam Smith’s Fourth Book : * All systems, either 
of preference or restraint, being thus completely taken away, 
the obvious and simple system of natural liberty establishes 
itself of its own accord. Every man, so long as he does not 
violate the laws of justice, is left perfectly free to pursue his 
own interest his own way, and to bring both his industry and 
his capital into competition with those of any man or order of 
men.’ 

The treatise on the ‘Wealth of Nations’ is, therefore, not to 
be regarded, as it was by Mr. Buckle, as a demonstration*of the 
public benefit of private selfishness. Adam Smith denies neither 
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to Tary ditferoiit systems. Injustice and oppreiisicm have their 
Batural train of eeoiionue consequences m well as liberty and 
oqual la%vs, and t}ie eeonoinist m eoncernetl %vitli hotin as the 
physician studies the laws <if diVease as well as heallli. ^ Writeis 
on poiitieal economy/ says the chief among them in our thm\ 
^proptise in investigate the nature of wwltlu and the laws nf its 
production and di^tr^bu!ion^ including, diredly or reniolcdy^ the 
<ipenitioii td' all the cuii?^e<s by w''hich the eoiidition of human 
beings is inado prospfuxiuf? or reverse/ There is not a 
eouniry in Eiiroinj at ihh day, not e 2 «:cipliiig mir own* the 
economie plientuieuia of wld^di the |iriiici|de of e^elniiige would' 
lie su!l!t'icni in int^^rpol. Ihit, even if pure eMinimualai mm* 
pefition now regulated, ihrouglKUit the wleele of IhioqiCj 
product ion and dJ-drihiili^ui of every ariiela of wealthy the 
wdioh:^ ihuunin ni hisfivry. and fim breadtlc^: of A>hu Africa* and 
America, wonhl remain fVtr liie r'ceuimnisst to i>xpluv, ami to; 
account on other prim'iplt%s lor ficc ilirticlioii mid results of- 
liumim iiidu4ry^ the of nnfurid rcHources, and flic division 
of the produce* The ctamoniy of llio italics nf America^ ; 
for eianiplc» afforded an i»pportuiiity for this iiifjuiry* ol mdiieh 
Mr. Caimes availed liiuis*df in his admlmble mmy nn tlm 
Power. Ill an I'arlier lici ilmuiliecl iiiilitiml'e 

mmomy as bcltmging temtim dnm of studies which iiieliicles , 
Matoricuh politiivul* and sordid iinucHtigatioiis/ and ihllned it m 
"'tlm geiimce which fram’^s ihe phouoiueim of iJie pp«,hie|iori mul 
wenith up in tlicir muses in tlm priiieiplm of 
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nition, for labour is not hired, but stolen ; in which there 
is little or no rent, for only the best soils can be cultiyated, 
and they are constantly becoming worthies^ instead of grow- 
ing in value ; in which fear is substituted for the hope of 
bettering his condition, and torment for reward, as the stimulus 
to the labourer’s exertion ; and in which wealth exists only in 
its rudest forms, because the natural division of employments 
has no place, and only the rudest instruments of production can 
be used. Adam Smith had previously examined the milder 
conditions of feudal servitude, demonstrating that the backward- 
ness of medioeyal Europe was attributable to these and similar 
discouragements to industry, and showing’ how it was forced 
•into unnatural channels by such obstructions. For, through 
every part of his philosophy, ^ Dr, Smith sought,’ as Dugald 
Stewart relates, ‘ to trace, from the principles of human nature 
and the circumstances of society, the origin of the positive in- 
stitutions and conditions of mankind,’ The ^ Wealth of Nations’ 
contains the substance of the last division of a complete course 
of lectures upon moral science, in which Adam Smith expounded, 
in succession, Natural Theology, Ethics, Jurisprudence, and 
Political Economy. His lectures on Jurisprudence have not 
survived ; but his pupil, Dr. Miller, states that ‘ he followed in 
them the plan suggested by Montesquieu, endeavouring to trace 
the gradual progress of jurisprudence from the rudest to the 
most refined ages, and to point out the effect of those arts which 
contribute to subsistence and to the accumulation of j)roperty, 
in producing corresponding improvements or alterations in law 
and government/ From this it is clear that his conception of 
the true scope and method of jurisprudence agreed with his con- 
ception of the true scope and method of economic inquiry. And 
in the ^ Wealth of Nations,’ accordingly, he traced the operation 
both of the causes which rescued Europe from bai’barism and 
occasioned its progress in opulence, and of those which impeded 
the action of the natural principles of preservation and improve- 
ment. In short, his treatise included an inquiry into the causes 
of the poverty as well as of the wealth of nations, and an 
investigation of the actual constitution and career of industrial 


society. He showed how itiral industry and progress wore 
thwarted in the middle ages hy sueh impediments that, hut 
for tlie happier cirpuinstanoes of its towns, Europe could never 
have emerged from the calamities wliich boM it after the 
dissolution of the Roman Enijilre. The servile and iusecura 
position of the cultivators of the soil prevented indiiatry from 
achieving its fa'st frinraphs in the country according to the 
couree of nature, which makes agriculture the prifuarv, hccause 


tho most necessary, hnsmesa of mankiiML * Order and gofxi go- 
vernment, on the otlier hand, and along wish them tho lilierty 
and Bcenrity of individuals, were estuhlished in cities at a timo 
when tho occupiei’s of land in the country were <'xpM.K(id to every 
sort of vifdcuce. But men in this defenceless condition naturally 
content themselves wish a bare subsisfenee, because So aetjuiro 
more might only tunpt she injusti<«o of tlieir oppressors. On 
the contrary, when they are secure of enjoying the fruits of 
their industiw, they naturally exert It to better their condition, 
and to af'(pnrt.t, not only the nec'cssaries, bi»l the crjiuforts and 
oleganeics of life. Tlwt indnstrr, tlserelbre, which aims at 
something more thnii uveessury subsistenw’, was CHtahlishod in 
cities long Wforo it was commonly practised by the occupiers of 


maamry in inn stow ami t'UtvpRTca pnigrcsa oi moucra 
•opo. Ho iuvcbtigated l!io plumomcna of what was, happily 
UR, on the whole, a progressive society. Mr. Cainies, on the 
trary, has investigated those »>f a retrograde one. 

In tho Slava States of Amerim Mr. Bucklo might have 
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his part in the free division of labour, *and the consequent 
multiplication of the productions of the different arts, which 
occasions, in the words of Adam Smith, in^ a well-governed 
society that- universal opulence which extends itself to the lowest 
ranks of the people. In the squalid and comfortless homes even 
of the higher ranks of the people in the American Slave States 
we see the consequence of oppressed and degraded industry. 
^ It may be, ^ says Adam Smith again, that the accommodation 
of a European prince does not always so much exceed that of 
an industrious and frugal peasant, as the accommodation of 
the latter exceeds that of an African king, the absolute master 
of the lives and liberties of ten thousand naked savages,’ The 
American slave-owner is, as it were, a petty African king, and 
in real penury, as well as in power, resembles such a ruler. It 
is said, indeed, that wo owed to slavery the produce which 
supplied the principal manufacture of Great Britain, But the 
whole of this production was in truth to he credited to free 
industry, while all the waste and ruin which accompanied it 
must be ascribed to slavery. The possibility of the profitable 
growth of so much cotton was caused by the commerce and 
invention of liberty, while the barbarism of the poor whites, the 
brntifying of the negro population, and the exhaustion of the 
American soil, are the net results of slavery. In truth, to Watt, 
Hargreaves, Crompton, and Whitney — free citizens of England 
and the Northern States—the southern planters owed the whole 
value of their cotton. What slavery may really claim as its 
own v^ork is that, by exhausting the soil it occupies by a 
barbarous agriculture, which sets the laws of chemistry as well ■ 
as of political economy at defiance, it hastens its own extinction 
from the day that its area is once definitely and narrowly 

report, that it not only caused, Jmany coloured people to leave California, but also 
aroused general attention, particularly that of British subjects ; for hy all who 
had occasionally heard of the island before it was considered a sort of petty 
Siberia. While people were reading accounts of the climate, soil, and low price 
of town lots in Victoria, there came rumours of rich gold sands on the hanks 
of the Frazier Eiver in British Oolumhia. Two or three small coasting vessels 
had previously sailed with coloured passengers ; hut the demand for passages 
by white people became so great, that large steamships departed every few 
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drcuTOsmbecl. Thill its own adToeates nilinif, hut with a 
Bingular inference: ^Slavery ImSj hy giving to the laws of 
nature free scope, movecl over a {Inuisaiul miles of temforj, 
leaving not a slave behind. Why should goat! nmx attempt to 
clieek it in its progress? If the laws of nafiira pass slavery 
farther and farther soiith, why not let if go, oven though, in 
process of time it should, hy the operation of laws, pass 

away altogether from f he terrifory wdiere it now Wlnv 

wa may ask, should devastatkm he suffered to sprinid ? Should 
fires in a city he suffered to hum fheiusfdves out by advancing 
from street to slrcet until not ii house remains to tVml the con- 
flagration? The sluveludder, as ho iiU'ives scnilhward or ivest- 
waird, only curries moral and material cksfrucfi^ui wjlli liinu^ 
hut leaves it helund lor tliosc who romo after him. Tito rich 
sIavidu\K?dcr fallows him with his alfiunumhlo irudo, and flic poor 
white siidvs hack ififo barl>nrisin in the wild,ernr'^.4 the slaveholder 
■has Tiuulo. The order of Jhirup^'^ioi progre^^ h:i'> h^m reversed. 
In EuropCi Jiislicr% lihmdy, iiu!u>tiy, and opuhuu^ogrtov fogetlier, 
as Adam Smith doscriheii In tiio Slave Slafi^s «vf AiBfudcn, 'm ■ 
Sir. Caimes has shown, llio Slave Power ee>nsti!iit%*s ^ the nn:tat 
formidahla aiitagonisl to ciivili^ed progres^s wlueli !iiuh xippeiuxHl 
for many centuries, representing a systtaii «f soch^ty lit once 
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retrograde and aggressive — a system wMeh, containing witliin 
it no germ from wMch improvement can spring, gravitates 
inevitably towards barbarism, while it is impelled by exigencies 
inherent in its position and ciroumstanoes to a constant extension 
of its territorial domain/ 

TTorap.wv Up^v x^^povci i/Jrayal 
ml diica Kal irdpra irdKw a‘rp€<perai. 

For the perpetuation and extension of the system to which 
is owing this retrogressive movement of the English race, in 
a region endowed with every natural help to progress, the slave- 
holders are in arms. They have not been slow to point, indeed, 
at General Butler’s misrule in a southern city, and to ask if the 
cause of their adversaries is the cause of liberty P But such 
men as General Butler are living arguments against a Slave 
Power. General Butler was absolute master at New Orleans ; 
and, even in the words of an ardent apologist for slavery, that 
cruelties may be inflicted by the master upon tlie slave, that 
instances of inhumanity have occurred and will occur, are ne- 
cessary incidents of the relation which subsists between master 
and slave, power and weakness.’ ^ There w^as never a more 
striking example of the ease with which men are cheated by 
words than the generous sympathy given in England to the 
cause of the slaveholders, as the cause of independence, and 
therefore of liberty ! It is the caitse of independence, such as 
absolute power enjoys, of every restraint of justice ui)on pride 
and selfish passions. The power of England is in a great 
measure a moral power, founded on the respect of the civilised 
world for the courageous opposition of her people for centuries 
to such independence both at home and abroad. And, if the 
public opinion of England and tbe leaning of her policy be found 
ultimately upon the side of the maintenance and extension of 
the Slave Power in America, she will sustain in the end as great 
a loss of actual power, as well as of moral dignity, as if she 
entered into a league with the despots of Europe, and closed her 
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aitias of refuge against tlieir Thf* Bhve Power figlits 

against allthe-;priEeipleS' of eiTii and religicais iilierty on; w 
England rests lier 'glorjj and all the prinriplor of 
economy to wliioli sEe ascribes lier waaliii. In politiy^. as well 
.as^ 'in jnstieej England iniisi refiiso her eciiinOanuwe to that 
Powerj as the enemy of the liberty as' well as of tlie-rirmltli of ; 
nations. 



THE POLITICAL ECONOMY OE ADAM SMITIL^ 

^ Political Economy belongs to no nation ; it is of no country : 
it is the seienee of tbe rules for the production, the acoumiilation, 
the distribution, and the consumption of wealth. It will assert 
itself whether you wish it or not. It is founded on the attributes 
of the human mind, and no power can change it/ f In these 
words — accompanying an admission that the Irish Land Bill, 
which he nevertheless defended on other grounds, ‘offended 
against the principles of political economy’ — Mr. Lowe gave 
expression last session to the conception of one school of the 
followers of Adam Smith, that Political Economy is, not what 
Adam Smith called his own treatise, ‘ An Inquiry into the 
Nature and Causes of the Wealth of Nations,’ but a final 
answer to the inquiry^ — a body of necessary and universal truth, 
founded on invariable laws of nature, and deduced from the 
constitution of the human mind, 

I venture to maintain, to the contrary, that political economy 
is not a body of natural laws in tbe true sense, or of universal 
and immutable truths, hut an assemblage of speculations and 
doctrines which are the result of a particular history, coloured 
even by the history and character of its chief writers ; that, so 
far from being of no country, and unchangeable from age to 
age, it has varied much in different ages and countries, and even 
with different expositors in the same age and country ; that, in 
fact, its expositors, since the time of Adam Smith, are suhstan- 
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tially divisible into two schools, following opposite methods ; 
and that tho method of one of them, of wdiich the fmxdaniontal 
conception is, that their political economy is an ascertained body 
of laws of nature, is an olfshoot of the ancient fiction of a Code 
of Nature and a natural order (jf things, in a form given to 
that fiction in modern times, by theology <ai one hand, and a 
revolt against the tyranny of tlu> folly and inetiuality of such 
himian codes as the world had kuovm on tho other. 

No branch of philosophical doctrine, indeed, can bo fairly 
investigated or apprehended apart from its histury. All our 
systems of polities, morals, and mefaphy.dcs would he djiferont 
if w’e knew exactly how they grew up, and what tninsformations 
they liave undergoTie; if we knew, in short, the true history of 
human ideas. And the hisi nry of politiiad ei'eiaimy, at any 
rate, is nut lust. It would not he ditfk'ull to trai eshe eonnoction 
between every extant treatise juior to tho * Wfultis of Nations,’ 
and conditions of thought at tho epoch at which it appeared. 
But there is the 1 ®h oeeasifui, for the purp!»>e uf dwso pages, or 
of ascejiaining the origin ami foundation of the ccoaomio 
doctrines of om* own day, to go behind the epoch of Adata 
Smith, that ho has himself traced the systetas of political 
economy antecedent to his own to a parlicukr ttourso of history, 
to ‘tho different progress of opulence in different ages and 
nations,’ and *iho private interests and prejudives of particular 
orders of men.’ What he did not see was, that his own system, 
in its turn, was the product of a pariieular history ; that what 
he regarded as tho System of Nature wa-s a descendant of th© 
System of Nature as conceived by fha tmeienf!*, in a form 
fashioned by the ideas and oircunistanee.s of his tnvn time, and 
coloured by his own disposition and courai of life. Still ksa 
conld ho see how, after his time, ‘tho progress of opulenoo* 
would govern tho interpretation of his tloetriucs, or how tho 
system ho promulgated as tho system of liberty, justice, and 
divine benevolence, would be moulded into a system of selfish- 
ness by ‘the private interests and projudiew of partioalar 
ordera of men.’ 

‘The Wealth of Nations,’ says Mr, Buckle, ‘is entirely 
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•deductive. Smith generalizes the laws of wealth, not from the 
phenomena of wealth, but from the phenomena of selfishness. 
He makes men naturally selfish he represents them as pursu- 
ing wealth for sordid objects, and for the narrowest personal 
pleasures.’* This description is not misapplied to a political 
economy of later days, which has guided Mr. Buckle’s inter- 
pretation of the system of Adam Smith ; but with respect to 
that system itself, it involves two fundamental misconceptions. 
Selfishness was not the fundamental princijDle of Adam Smith’s 
theory ; and his method, though combining throughout a vein 
of unsound /or/ speculation, was in a large measure inductive. 
The investigation which establishes this will be found also to 
'exhibit the connection between his economic system and the 
chief problems pressing for solution in his time; the methods 
which the philosophy of the age provided for their solution; 
and the history and phenomena of the economic world in which 
he lived, and from which his ideas, his inductions, and his 
verifications were drawn. 

One consideration to be carried in mind in the intei'pretation of 
the ' Wealth of Nations’ is that its author’s system of philosophy 
ought to be studied as a whole ; his economic system was pait of 
a complete system of social, <n, as he called it, moral philosophy. 
Mr. Buckle, who on other p^oints has much misconceived the 
' Wealth of Nations,’ properly says of it, and the ^ Theory of 
Moral Sentiments,’ that the two must be taken together and 
considered as one, both forming part of the scheme embraced 
in his course of moral philosophy at Grlasgow—a course which, 
it is important to observe, began with Natural Theology, and 
included, along with Ethics and Pcditical Economy, the 
Philosophy of Law. Again, as his social philosophy should be 
considered as a whole, so the whole should be considered in 
connection with the philosophical systems or methods of 
investigation of his time. Two essentially opposite systems 
of reasoning respecting the fundamental laws of human society 
were before the world at that epoch, which may be respectively 


^ Jlistory of Cmlization bi JBngl&nd^ i. 228 ; ii. 449. 
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designated as the theory of a Code of Nature, aiul the inductive 
system of Montesquieu — the former specuhifing n /nioH about 
‘ Nature,’ and seeking to develop from a particular hypothesis 
the ‘Natural’ order of things; the latter investigating in history 
and the phenomena of the actual •world the different states of 
society and their smteeedents or ciiHses — or, iri sluu't, the real, 
as contrasted ■with an ideal, order of things. The pceuliarily of 
Adam Smith’s philosophy is, that it combi ucs these two opposite 
methods, and heju'p it is that we ha%"e two sy.'fciiis of pulitiea! 
economy claiming deseeist from him—one, of which Itir. ittcardo 
was the founder, reasoning entirely from hypothetical laws or 
principles of nature, and <iiseardii!g itiduetion u<>f ojdy for the 
ascertainment of its premises, but even for tle> verifieution of 
its deductive conclusions; the other — of whu-h Mahhus in tho 
generation after Adam ismith. and 5ilr. Itlill in c.nr nwii, inuy 
bo taken as the roprrsiuitutivi-s — eiuithitiing, like Adatn Anith 
himself, the « pr/o/v and the itidncfive method'^, reasoning some- 
times, it is true, from pure hypotheses, but atsci iVent experience, 
and shrinking from no corrections tvln'ch ffte test of experiem's 
may require in deductions. Uf the two svliools. disting)ush«l 
by their methods, tho first finds in assunsplituis rfspecting the 
nature of man, and tho ermnso of i^mluet it prompt », a complete 
‘natural’ organization of the ecumimie world, and aim.s at tho 
discovery of ‘ natural prices,’ ‘ natural wages,’ and ‘ natural 
profits.’ 

An examination of Adam Smith’s philosophy r-iialiles us to 
trace to its foundation tho tlieory upon which tlie seliool in 
question has built its whole superstnwrture. Wt* sltal! see that 
the orighuil foundation is in fact no other than that thcf»ry of 
Nature ■which, descending through Kiuuim jural phih»ophy 
from the speculations of Greece, taught that thoro is a simpls 
Code of Nature which htmnin institutions have disturbed, 
though its principles are distinctly visible through them, and 
a beneficial and harmonious natural onler of things wliieh 
appears wherever Nature is left to itself. In the Irot century 
this theory assumed a variety of forms and disgnisw, all of 
them, however, involving one fundamental falkey of reasoning 
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a priori from assumptions obtained, not by the interrogation 
but by the anticipation of Nature; what is assumed as Nature 
being at bottom a mere conjecture respecti^jig its constitution 
and arrangements. The political philosophy flowing from this, 
ideal source presents to us sometimes an assumed state of nature 
or of society in Its natural simplicity ; sometimes an assumed 
natural tendency or order of eyents, and sometimes a law or 
principle of human nature ; and these different aspects greatly 
thicken the confusion perpetually arising between the real and 
the ideal, between that which by the assumption ought to be 
and that which actually is. The philosophy of Adam Smith, 
though combining an inductive investigation of the real order 
. of things, is pervaded throughout by this theory of Nature, in 
a form given to it by theology, by political history, and by the 
cast of his own mind. "^The great and leading object of his 
speculations,’ says Dugald Stewart, by no means intending a 
criticism, for Mr. Maine had not then explored the fallacies 
lurking in the terms Nature and Natural Law, 4s to illustrate 
the provisions made by Nature in the princiiDles of the human 
mind, and in the circumstances of man’s external situation, for 
a gradual and progressive augmentation in the means of 
national wealth, and to demonstrate that the most effectual 
means of advancing a people to greatness is to maintain that 
order of things which Nature has pointed out.’ At the end of 
Book IV. of the ‘ Wealth of Nations’ we find the Code of Nature 
and its institutions definitely marked out : ^ All systems either 
of preference or restraint being completely taken away, the 
obyious and simple system of natural liberty establishes itself 
of its own accord. According to the system of natural liberty, 
the State has only three duties to attend to namely, to pro- 
tect the nation from foreign aggressions, to administer justice, 
and to maintain certain great institutions beyond the reach of 
individual enterprise— a supposed natural limitation of the 
province of law and government which has been the cause of 
infinite error in both theoretical political economy and practical 
legislation. 

The . same fundamental conception pervades both Smith’s 
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system of etliiea and Ids jihiloi.oi»liy of law. lumtigating the 
{■hamcter of virtue, he treats fh-st of ‘ the order in whieh Nature 
reeommetids objecta to the earo of individual.^ ’ for their own 
personal happintss ; nest, of ‘ the order ■wkieh Natiire has 
traeed out for tho direetiHu of our powei’s of l‘euefiwiK*e : first, 
towards other individtials ; and, swimdly, towards soeioties.* 
So, in the descriplioii given hy hliuscdf of his |tro|H,jaed history 
of jurisprudejiee, he states tiuit ‘every sy>lrsn *>f positive law 
may be regarded as a more or h<-<.s iinperfeef uttenipl !nward.s a 
system ofnaturai juris*piniden»v and ilud tin* main etidof Jmid 
iiKpiiry is to aseertaiu ‘wJiat •vvero the ntdur.i! rules of juatiee, 
independent of all posinv(> iiistitnf ioHs'~--ii \ieo'ri|.tioii, perfeetiv 
eoiaeiding with 51r, iJliuiieV, fd tie* pl.’ire wliith the law of 
Nature tilled in the efm«-eption of th-* loanan jurbt. ‘After 
Naturi'i liad bcs’oine a household wo,r*l, the belif-f gradsially 
prevailed .among the llomaii lawyers tlmt the old Jus lt0iitinni; 
'W5.1S; in . faet the lost Code -of Nature, Tiite 
thatj.; by ''Careful observation of esisting institulions', .pattS''-:'of 
them could bo singled out whieh oithrr t<.vlabitod already, or 
cs>uld by judieious puritieatiou by mado to exhtbst, the vestiges 
of 'tho reign; cd 'Nature,** ■ 

";'.'..;.Bufc :ab»trtu|ioii:';wou!d tievyr Itave played sw'e'gresd a .part.ln^' 
Adam iSmith’s philu-sophy, would never have resuU*.'d i« aiifh 
'sweepiug.generalizatious .resjteeting t!ie beijefi emit /and: otjustablO;:': 
econotuy ii?sulting from the play of t)iw natural tudluations 
and iiulividuid inli'rest.s of men, had not the wuieeption 

of Nature's harmonious code Infemno Wended with tfu< llieoiogical 
ooncepliou of ‘ that great, bouyvoleiil, and all-wisa Being, who 
direuts all the movements of Nature, and who is dutertuiued tt» 
maintain in if at all times tho grt^atest |w»siW« tpiaiitity of 
happiness.’ Ideas thus derived from early plulasophy beeamo 
couvurted into tho jdans of Providenw. Mr. Bsniio displays 
less than ln.s euatomary erudition wdioii ho states that theology 
had beou finally separated from momk iu tho »ve«teonth 
century — from politics before the middle of the eigiitoeutk. 
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Natural theology makes the first part of Adam Smith's 
•course of moral philosophy, and its principles pervade every 
other part. The law of Nature hecomes with him an article of 
religious belief ; the prineijples of human nature, in accordance 
with the natiu^e of their Divine Author, necessarily tend to the 
most beneficial employments of man's faculties and resources. 
And as the classical concepotion of Nature supposed simplicity, 
harmony, order, and equality in the moral as in the j)liysieal 
world, in Adam Smith's philosophy it becomes associated with 
divine equity and equal benevolence towards all mankind, and 
by consequence with a substantially equal distribution of wealth, 
as the means of material happiness. Nothing, therefore, is 
, needed from human legislation — and this conclusion was power- 
fully fortified, as we shall afterwards see, by the political ideas 
of the age — beyond the maintenance of equal justice and 
.security for every man to pursue his own interest in his own 
way. In the ^ Wealth of Nations,' after laying it down that 
every individual endeavours as much as he can both to employ 
his capital in the support of domestic industry, and so to direct 
that industry that its produce may be of the greatest value, and 
therefore necessarily labours to render the annual revenue of 
his own nation as great as he can, Adam Smith adds : ‘ He 
^generally, indeed, neither intends to p)romote the public interest, 
nor knows how much he is i:)romoting it. By preferring the 
•supjport of domestic to that of foreign industry, he intends only 
his own security; and by directing that industry that its 
freedom may be of the greatest value, he intends only his own 
.gain, and he is in this, as in many other oases, led by an 
invisible hand to j)romote an end which was no j)art of his 
intention.' 

So in the ^ Theory of Moral Sentiments ^ The produce of 
the soil maintains at all times nearly that number of inhabitants 
which it is capable of maintaining. The rich only select from 
the heap what is most p)recious and agreeable. They consume 
little more than the poor, and, in spite of their natural selfish- 


* Theory of Moral Sentiments, Pai't iv,, chap. i. 
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ness and- rapacity, ; tliongh tlicy nwan vcflily. : tlwdr : wn: eoa* 
venieney, ilatugh tlic poll* fiid wlii.-h t!s«>y from the 

labours of all the thmisiuuU rvltoni tli<-y oiujv'y bo tls'* gmtifua- 
tioU' of their own tain anil iusiiisible tJity divide ■■■with' 

;tho poor .the imwluee: of J»ll They.aw led. 

by an invisible htuid to make nearly th** snm-' di.'tributsoa of 
the ntHK'Ssjirif'S of life rvliirb u%>uld h:tv«* Imhii made had the 
earth been divided inloetjual poru-ms aiu.aig all its inhabitants; 
and thus witliout iufcndisig; it,.wi,t{K<ut ■kfiowtiif-it;, advance the' 
interest o.f .t!ie society, and aiford. .tnemss to ilie iindtipUcatioti 
of the ppvek's. When Provitlem?*’ divided thf among a 

few lordly nuisters, it. neither . .forget nor aliasKbrnri tlwso who 
seemed to have been left nut in the paftitieu ’ 

The nibelti.’!' done m ]'‘'*Uue:d e(:>nj"jny by dds ussiimpfion 
respeetiiig ihe In-nettfi-nt »•/ Xatur'*, on,! fhereforo 

of all human inelinaSious and dedres, has b,'en jneabidabie. ft 
faeeamv au axiom »i}' svienei? witli muuy e"i*j|.,nu,sts, an*! with 
all English statesmen, that by a naUiral Un* sle* interests »f 
imlividuais hariiMmizo with the interests of t!i*> pu!4se; asnl one 
pernicious conseriucnco is, that the important «,li'|.artta«,>nt of the 
woiisumptionof wealth has — tlmugli Mr. !,/:■«<» propicrly inehides 
it in Ms dvftnition of politinil economy — liHe'-n ist reality cither 
altogether psd aside, as lying beyond tlie |.jd** of (•eom.niuic 
invest igatii HI, or pmssed over with a g-ejipral ttssnijiptlon, after 
tlio maimcrof Mtmdcville, that private vices are pnldic benetsti!. 
Tho real Infm’sts which detenjunt* the preilnetion, and subsc-' 
qaently, iu tin* eowrse of consumption, in a great degreo the 
distribution, of wciuUli, are the interest.^ of wusunwre; although 
the trutli is vi'iled by the division of laWnr, the pr»K»t« of 
exchange, aud the intervoution of money, which makes wealth 
in the abstract, or pecuniary interest, swni the nmtivo cd pjw- 
dueers. If every man produced for himself what Iw d«ir«! to 
consume or use, it would be patout how diverse are thu ioterwt* 
summed up iu ono vague gimeral term, stflf-iaforest—intemt* 
■which vary in different individuals, different ok<«w, different 
aationEr, and ditforent states of civilization. Ami eaoaomio 
investigation would long sines have pmotrated beneath th® 
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surface of pecuniary interest to the widely different character 
of the real aims determining the nature and uses of wealth, 
but for that assumption of an identity bf^tween public and 
private interest which Adam Smith’s authority converted into 
•an axiom. Under its influence we find him assuming that the 
great landowners of the sixteenth century, in enclosing their 
manors and dismissing tenants, retainers, and labourers, to 
purchase luxuries for themselves, employed no less national 
labour than before ; although the land fed sheep instead of men, 
and the wool of the sheep, in place of clothing labourers at 
home, went from the country to foreigners in exchange for 
wines, silks, velvets, and trinkets, for the personal consump- 
tion of the lord of the manor. When William the Conqueror 
afforested at once some three-score parishes, he did only what 
landowners have done from the fifteenth century to the present 
time. To take the children’s food and give it unto dogs is, by 
this reasoning, to give it back to the children ! 

The Nature hypothesis had, however, with Adam Smith . 
another powerful ally besides theology in the idea of liberty. 
The idea of civil and religious liberty, of resistance to arbitrary 
government and unequal laws, of confidence in individual 
reason and private judgment as opposed to the dictates of 
external authority, had begun even in the seventeenth century 
to spread from the world of religion and politics to the daily 
business of life. At the beginning of the second half of the 
eighteenth century the predominant form which this idea took 
was the liberation of individual effort in the world of industry 
and trade from oppressive restrictions and arbitrary and unequal 
imposts ; and it found in the Code of Nature a quasi-philosophical 
basis on which to build a complete economic ‘ system of natural 
liberty.’ The French Eevolution, of which the seeds were then 
being sown by the Economistes (or Physioorates, as they were 
afterwards called, from the name they gave to their system, a 
name denoting the government of society by nature or natural 
laws), was, in its origin, an economic revolution, a ^ rebellion of 
the belly,’ stirred up ah initio by the Economistes, who^saw in 
the fetters and insecurity of industry the cause of the poverty 


of Frant», and in the superior freoilujn and soi-nrilv of its oulti- 
Tators and tradespeopio the sceret of the snpffior prosperitj' of 
Great Britain. Living in su>'hii world of Inintan inisgnvenjment 
and goffering foil, lieholdiiig, ns !h<' rhyss'oridfs did, all the 
natural' goiirc-f’s '.of "vvonlth Inclswi tip hy 'lisimflij laws, it; is; not 
sur]irising that tla* diwtriiio of a Code of XiiTun*, i4 natural rights 
of liberty and property, of a natural orgiunzuttou of soi^sotj for 
the inerease t>f‘ limnan prosperity and a Jnst dsstrilnjfion of the 
fruits of the t ru th and <>f industry, t ainH npon tlnnj! lifeo a now 
revelation, and earried the anilioriry of one. Thu*, like Adam 
fSiuith. on wh'un their doetrines had no sjjjull influenee, th« 
Pltygiof-rntes invested the ideal f.'ode of Xatur*’', uhieh laid eome 
to them through the lawyers of their twintrv from the juris* 
prudent!!' td Homo, ■with a tHvine origin, .arid f emd in it. a 
wuiiplete i>imuuseii[<!ion arni th liuiti'tn of flie proviws? of human 
sovereignty. The three j-iune fundanientul oom^piions deriveti 
from the three wtme soiin-es — from tJr.eeo-lJonwu sps:sfulatioii, 
femi Christian theology, tm<'l frotti the revolt .of the ag«! jigaingt 
arbitrary int4‘rfermi( e with private itMlnstry »is l tinenpia! impost# 
on the fniils of lahonr. forrMe<l the grmmdwerk of f he politieat 
economy of Adam Hmith and the rhysicj^'rafes: tlm sole 
tliffereue© in this resjmet is, that flw latter gave Use name 
political economy to the wind© of social phit'Hapliy. while Adam 
t'inith limits the partirnlnr «anm i(j a department of iwst-ial 
philosophy’ relating ti;» wealth, and that tlery Mniiie!at«'<i these 
doctrines as laws of Kature and God with more possionato 
emphasis. Adam timith had not derirci! any of the thn*e fuada- 
inentiii ideas of his piolitieal economy fr<.«n the ,ri»y«it>emlo»-- 
for tho.se ideas eanie to both from the history and j*hi!o»phy of 
the past, and from flur eiroamstimees of th« ago — but he wa.s 
strongly emiflrmcd in thorn by his visits to Franr^, hi# irersonBl 
intoreourso with litem, atid his study of fh«'ir writings ; he 
eanght from them, moreftver, not only pariienlajr pro|HwitioB» 
and exprassioms, but something of the form which hi# dootm® 
of natural distribution has taken, and also the prmrtt© limitation 
•whioh'ho gives to the functions of the Slate. 

Smith was himself so seadble o f his debt to the Fhysioowdea^ 
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that he not only speaks of Quesnay's system as ‘ the nearest 
approximation to the truth that had been published iipon the 
subject of i)olitical economy/ but was prevented only by 
Quesnay’s death from dedicating to him his own great treatise. 
He was, however, under amixch more solid obligation to a much 
greater Prenehman, the illustrious Montesquieu. Mr. Buckle, 
who in his excellent chapters on the ^ Intellectual History of 
France" justly traces to England the origination of the spirit 
of liberty which in the eighteenth century took possession of 
French philosophy, nevertheless does injustice at once to Prance 
and to Grreat Britain in overlooking the influence of Montesquieu 
over Scotch philosophy in Adam Smith’s age. And the same 
oversight, coupled with a view of political economy which 
Mr. Buckle himself adopted from Bieardo and his school, leads 
him to describe Adam Smith’s method as entirely deductive. The 
philosophy of Great Britain, Mr. Buckle affirms, owes no tiling 
to Prance ; and he represents the intellect of Scotland as having, 
under clerical guidance, become wholly deductive, referring as 
a crucial exami)le to Adam Smith, Scotland’s most eminent 
political philosopher. The clerical system of deductive reasoning 
certainly runs through and warps the whole philosophy of Adam 
Smith. Nevertheless, his philosophical love of truth, and of 
interrogating nature itself in its real phenomena, and the . 
inductive method of doing so which Scotch philosophy in his 
age had adopted from Montesquieu, j>^6served 1dm from many 
errors into which the method of deduction from assumptions 
respecting Nature and its laws has led one school of his followers, 
which' at the present day is not backward in claiming the 
clerical prerogative of orthodoxy. It has abeady been observed 
that two opposite systems of reasoning were before the world in 
Adam Smith’s age, and that he combined them both — the 
system of reasoning from a theoretical law of Nature, and the 
historical inductive method of Montesquieu, which traces the 
real order of things, and seeks in the circumstances and history 
of society the explanation of its different states in different ages 
and countries. The latter method had a powerful attraction for 
a new school of political and jural philosophy in Scotland to 
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property in produoing eorresponding impr/tv^ins-nts in law iiiid 
goveruiiiontd lhi\\ as ^ir. Jhi#‘klo ldnn-‘if says. Adam ^^lnilIds 
politiiid wmHiny and the rest of his phn‘^e<pliy wrre» part uf 
a single seheiimd Ami a comparison of IIoiAh tin, n., ami v. 
(ehiipter i.) iif tliii “"IVeitllhof Xutions with Adam Siiuih s own 
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thoxight iheir most valuable results.* 
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The prohlem which Adam Smith proposed to himself was hy 
no means only the illusive one, What is a priori the order of 
Nature, or ‘ the natural progress of opulence He inquired 
further ^ What had been the actual order of things, the actual 
progress of opulence, and its causes What had occasioned 
the slow progress of Europe from the time of]the barbarian con- 
quests down to modern times ? What the more rapid advance of 
Great Britain than of Erance and other parts of the continent ? 
To answer these inquiries he subjected the phenomena of history 
and the existing state of the world to a searching investigation,, 
traced the actual economic progress of difierent countries, the 
influences of laws of succession, and of the political distribution 
of property, the action and reaction of legal and industrial 
clianges, and the real movements of wages and profits so far as 
they could be ascertained. Nor was he content with the induc- 
tions of the closet from written evidence — though necessarily the 
most important field of inductive investigation in social philosophy 
— ^he compared all the phenomena which careful personal obser- 
vation, both in his own country and in France, had brought under 
his view. In short, he added to the experience of mankind a 
large personal experience for inductive investigation. Even the 
Physioorates, although their study of actual phenomena was 
much less comprehensive and minute, though they were far more 
given to accepting at once their own unverified ideas as laws of 
nature, yet by no means neglected experience entirely. They 
had studied the economic condition of their own country, and 
compared it with what they knew of Great Britain ; and they 
believed their theories of the natural order of things founded on 
the evidence of the results of interference with industry and 
spoliation of its fruits on the one hand, and of individual liberty 
and security of property on the other. The extent to which 
observation guided their doctrines is remarkably illustrated by 
their division substantially into two schools, whose conclusions, 
though converging in the main, were reached by different 
paths of personal experience, and moulded by it, Guesnay, the 
son of a small farmer, reared in the country amid the sufferings 
of the peasantry and the stagnation of agriculture under despotic. 
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restriction and niinous impostti, and knowing <d' what imprisontul 
riches tho soil was possessed, taught that land was Oie sole 
original source o| wealth, agriculture tfie s*)le really productive 
employment, to whoso fruits oilier iiuluslries gave mdy changes 
of form or place. Gournay, on the other hand, a merchant 
himself, and of a line of merchants, made tin* fretnloin of trade 
Ms staple doctrine, imd sunmiwl «p in tlie niasini, Lomn fain 
it pmser, the* duties of government.* The distinctiini exemplifies, 
moreover, that intlueuco of personal history on tho forms of 
political economy to which reference has l«H-n nmiic. 

There ran thus through tho iwlitical ecimomy of hoth Adam 
Smith and the riiysiocmtc-s, though much more extensiwiy and 
systematically in the former, a coinhiiiati»»n ef tht* cspcriencB 
philosojihy, of iuductivc invcstigtition, with a pri-n-i speciilation 
-derived from the Xature hy[<t:,ithes!S. lltau-t*, wlii!*? on Dim hand 
the inductive method preserved the gre.at Siadeliman from grave 
errors into whieh not a feuv r»f his English followers in the 
mothtw-country of inductive philosophy have Ifccn le«l by the a 
prion method, on the otinw hand the bias given by pret'oncoivod 
ideas was bo strong iu tho case of Smith to cause him 

to see in all his inductions proofs of a compk’te *e«le of iialuro'— 
of a benefieeiit order of uuture {lowing from individual liherty 
and tho natural desires and dispositions of men. Inko tha 
l*hysioeratos,1ie blended tho so-ealled ‘ ovidojicc/ i^r H»lf-evidene«, 
of the law of nature in itself, with tin* ovideiuHt of plmnomena 
■carefully collated and sifted. The truth is, that 8mith wrote 
before tho physical sciences had developed canons «f iiuludion, 
and he thought an induction complete when he had obtained an 
immense number of instances, and a theory proved when it 
seemed to fit every observed ease. Throughout history, and 
over Europe, he saw notliing but disorder and misery from sneh 
hiunau legislation ns tho w'orld had known, wherever it went 
beyond proteeting pei-sonal liberty and pi%}|H*rty ; h» saw on all 
sides a mass of poverty traceable to State interforewwj the only 
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sources of whatever wealth and prosperity existed were the 
natural motives to industry, and the natural powers of production 
of individual men, and he leaped to the conclusion that nothing' 
wa,s requisite but to leave Nature to itself, that complete harmony 
existed between individual and public interests, and that the 
natural conduct of mankind secured not only the greatest 
abundance, but an equal distribution of wealth. He thought he 
found in phenomena positive proof of the Law of Nature, and of 
the character of its enactments. We find here the explanation 
of the seeming contradiction which Adam Smith’s combination of 
the theory of natural Law with the inductive historical method 
gives to Mr. Maine’s proposition ‘ that the book of Montesquieu, 
with all its defects, still proceeded on that Historical Method’ 
before which the Law of Nature has never maintained its footing 
for an instant.’ It is incontrovertible that historical investi- 
gation convicts the Nature hypothesis of reproducing a mere 
fiction of ancient philosophy; nevertheless Adam Smith, partly 
under the bias given by the theory itself, partly because the 
method of interrogating Nature itself was new, and the canons 
•of induction unsettled, conceived that the method of Montesquieu 
proved the truth of the theory of Nature ; in short, that nature, 
when interrogated, confirmed his anticipations of Nature. 

One cause of the misconception that Adam Smith’s economic 
method was one of mere apnon deduction is the arrangement 
he has adopted in the order of the five books of the ‘ Wealth of 
Nations.’ In the order of logic the third and fourth books come 
before the first and second. They contain the induction on 
which is based the conclusion that the State has only to protect 
individual liberty, aud the natural effort of every individual to 
better his own condition— or, in one word (with which his first 
book begins), labour— will supply in the most ample manner all 
the necessaries and conveniences of life, will divide its functions 
spontaneously in the best manner, and will distribute its produce 
in a natural order, and with the utmost equahty. It has 
already been suggested that no such complete organization for 
the distribution of wealth is made by individual action, or \fhat 
Adam Smith called^Nature. Mr. Mill has shown the fallacy of 
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definiBg political economy as tBe science of exchanges ; a defini- 
tion which, besides omitting some of the most important conditions 
determining the prodnctioh of wealth, overlooks the truth that 
human institutions, laws of property and succession, are neces- 
sarily chief agencies in determining its distribution. And it 
affords an instructive exemplification of the two methods which 
Adam Smith combined, a deduction from supposed 

principles of Nature, and inductive investigation of facts, that 
when the order of Nature is present to his mind, he finds a com- 
plete natural organization for the distribution of wealth, and no* 
function for the State in the matter ; but when he traces the 
actual progress of opulence, his readers are confronted at once 
with laws of sueeession, to which he traces the slow and irregular 
course of Euroj)ean progress after the barbarian conquests; 
laws founded on those conquests, and designed to perpetuate the 
unequal distribution of wealth they effected ; laws which are 
potent agencies in the distribution of wealth in England to this 
day, and in the determination of its whole social and industrial 
economy. 

But even while tracing in his first hook the ^ natural ’ distri- 
bution of wealth by exchange, or^as he expresses it, the order 
according to which the produce of labour is naturally distributed 
among the different ranks of the people,^ Adam Smith has been 
preserved by ‘the inductive method which he combined with 
a priori deduction from enormous fallacies into which the school 
of Eicardo has since been betrayed by their method of pure* 
deduction. The ancient theory of natural law involved the idea 
of uniformity and equality; and this idea in Adam Smith’s, 
case was powerfully reinforced both by that of an ideal order 
deducihle from the equity and equal benevolence towards man- 
kind of the Author of Nature, and by the love of system,, 
symmetry, and harmonious arrangement W’-hich plays a conspicu- 
ous part in' the ‘ Theory of Moral Sentiments/ because it did so- 
in the author’s own mind. With all these conceptions the theory 
of a complete equality of the advantages and disadvantages of 
different human occupations, and an equality, in that sense, 
of wages and profits, had obviously a powerful attraction for 


The Political Economy of Adam Smith 87 

Smitli. It affords surprising evidence of liis true plulosopliical' 
/spirit of inquiry into facts that he should nevertheless have 
‘denied the actual equality of wages and profit^ traced the great 
.actual inequalities to their causes, and defined the conditions of 
•equality and inequality, and the actual effect of industrial pro- 
.gress on these movements, in such a manner as to indicate the 
very progressive divergence which can he shown to have since 
taken place, and which a school of modern economists not only 
ignores, hut sometimes angrily denies, as inconsistent with its 
a priori deductions. . Adam Smith, for his own pai’t, not only 
limited ah initio the tendency to equality to what wtis practically 
the same neighbourhood, but pointed out that the kingdom was 
in fact divided into a number of different neighbourhoods with 
very different rates. Secondly, he traced many of the actual 
inequalities to pernicious institutions, a class of causes of 
inequality which later economists have done much to perpetuate 
hy affirming a substantial equality* Thirdly, in place of 
insisting that competition alone determines the rate of wages, 
^and gives the labourer the utmost value of what he produces, 
Adam Smith maintained that combination on one hand, tacit or 
open, on the part of employers, was the normal condition of 
things; while, on the other, the necessitous j)osition of tho 
labourer exposed him to the exaction of very unequal terma. 
Fourthly, he expressly confined the tendency to equality in the 
case of both wages and profits, even where competition was in 
full and free activity, to a stationary and condition of 

the industrial world. Fifthly, he showed that in plaoo of 
•equalizing wages, industrial progress had already produced 
great inequalities in England, and was beginning to do so in 
■Scotland. 

After observing that the price of labour varied much more 
in England than in Scotland, he adds: Mn the last century the 
most usual day wages of common labour tlirough the greater 
part of Scotland were sixpence in summer and flvapc.nco in 
winter. Three shillings a- week, the same price very nearly, 
^still continues to be paid in some parts of the Highlands. 
Through the greater part of the low country the most usual 
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•wages of common labour are now eightpenee a-daj^ ; tenpence, 
and sometimes a shilling about Edinburgh, in tbe counties 
•which border upq^ England, and in a few other places where 
there has lately been a considerable rise in the demand for labour, 
about Glasgow, Oarron, Ayrshire, <S:c. In England the iraimove- 
ments of agriculture, manufactures, and commerce began much 
earlier than in Scotland. The demand for labour, and conse- 
quently its price, must necessarily have increased -^dth those 
improvements.^ 

Manufactures and trade on a great scale were only beginning 
in Scotland ; the steam-engine had not yet been brought to bear 
on the mine or the loom when the ^ Wealth of Nations’ was 
composed; and the great inequalities in the local demand for 
labour throughout the kingdom, which have followed in the 
wake of steam, were yet to appear. Adam Smith, in truth, 
lived in a very early industrial world ; the only steam-engine 
he refers to is Newcomen’s; the word ^ manufacture ’ had not 
lost its true meaning and become as inappropriate as hideous. 
In the clothing manufacture, he expressly says, the division of 
labour was nearly the same as it had been for a century, and 
the machines employed were the same ; adding that only three 
improvements in them of any importance had taken place since 
the reign of Edward IV, In place of the infinite diversities of 
complexity and difficulty in the different employments of capital 
which have followed the progress of mechanies and chemistry,, 
all modes of employing capital were, he says, ahout equally easy. 
The foreign trade of the kingdom was so small that ho computed 
the annual importation of corn at only 23,000 quarters, and 
concluded that the freest importation never could sensibly affect 
prices in the home market. 

In short, he applied the doctrine of equality only to a simple 
and almost stationary condition of industry and neighbourhood 
trade, in which few changes in the mode of production or the 
channels of trade took place from one century to another, and 
in which the inhabitants of each neighbourhood might com- 
paratively easily estimate the profits and prospects of each 
different employment; and even to such a world, oply with 
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many modifications and exceptions, -i.osv.-r 
terms, he limited the tendency to equality T°f positive 
hy his successors, not only an unconditioixal 
basis of finance. The truth is, that the ut t e 

to equality is a mere theorem in politicg^y^^® ° ^ tendency 
theorem which imports the tendency only economy, and a 
well enunciated by Adam Smith-oonditi!®^ 
those which prevail in the present industrial -wq o 

A state of the industrial world which v, ^ ' 

Adam Smith’s time is the normal state ij^ _ ^ exceptional in 
certain, both from his positive doctrine „ 
attention to the realities of life, that had i ™ 

generations later, his general theory of the r, ^ 
economic world and the results of the 

life would have been cast in a very different ^ economic 

the theory of Nature which pervades his ejj^< “ 

society, and in his general conceptions of thc^^^ F 
we trace the influence of the early world, . ^ 

One striking example of this is that one-half ^ lived. 

almost entirely overlooked in his philosophy 

aiipears at first sight to point to unrestriofoi language 

unconditional principle of a true political ^ ^ 

indispensable requisite of the full fia'^alopuignt 

resources of nature ; bat on closer inspection -? ccoimmio 

that where he speaks of ‘ the natural effort of ^ 

to better his own condition, when suffered to individual 

freedom and security,’ as the cause of itself with 

prosperity, he had only the half of the nation ^ wealth and 

masculine pronoun in his mind ; he meant onl 

where says, ‘ the natural effort of every man yr 

have been perfectly content — ^though it involygg' yi® suyuas to 

which is fatal to his whole theory — with the 

on the energies of women ; and the only effort * restraints 

woman to better her own condition which he Jj 

become the mistress of a family.’ In the onl ^ 

‘ Wealth of Nations’ in which women are referyej?*^®'^^'’.^”' 

at once how far was he from having developed » 

s i universal laws of 
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industry and wealth," how far he was from .escaping from the 
ideas of a primitive world. ‘ There are/ he said, ^ fio public 
institutions, for th^ education of women, and there is accordingly 
nothing useless, absurd, or fantastical, in the common course of 
their education. They are taught what their parents or guardians 
judge it necessary or useful for them to learn, and they are 
taught nothing else. Every part of tlieir education tends 
evidently to some useful purpose — either to improve the natural 
attractions of their person, or to form their minds to reserve, to 
modesty, to chastity, and to economy ; to render them both 
likely to become the mistresses of a family, and to beliave 
properly when they have become such. In every part of her 
life a woman feels some convenience or advantage from every, 
part of her education.^ 

Although ‘ the obvious and simple system of natui^al liberty 
is the foundation of Smith’s whole system, though he regarded 
it as the law of the beneficent Autlior of Nature, it tuims out 
that he applied it only to one-half of mankind. The reason is 
that the law and the exception alike came to him from the ago 
in which he lived, and the ideas of a yet earlier state of society. 
The insurrection against the oppressive and unequal economic 
regime of the past was as yet only on the part of men; and the 
very theory of the Law of Nature which men invoked for their 
own emancipation, as it was the offspring of the speculation of 
the ancient world, so it bore the impress of its naiTOwness and 
injustice. 


^SOME LEABim PRINCIPLES OE POLITICAL ECONOMY 
NEWLY EXPOENLED/ BY PROEESSOIl CxilRNES;^ 

Any new work by Mr. Oairnes would be sure of a siwe^s cVedime^ 
but the present is one, the importance of which the economist 
most opposed to some of the principles it expounds with so much 
force, clearness, and skill, will not call in question. Its verj" 
importance, on the other hand, the high reputation of its author, 
^nd the opnsummate literary art it displays, impose on a re- 
viewer the duty of sifting it closely. Mr. Oairnes himself sets 
an example of independent criticism. Thus he speaks of Mr. 
Mill’s doctrine of cost of production as ^radically unsound, 
confounding things in their own nature distinct and even anti- 
thetical, setting in an essentially false light the incidents of 
production and exchange, and leading to practical eiTors of a 
serious kind, not merely with regard to value, hut also with 
regard to some other important doctrines of the science.’ 

As we, for our own part, think not a few of Air. Oairnes’ 
own positions, including his doctrine of the relation of cost of 
production to value, untenable, wo must claim for ourselves like 
independence of judgment and freedom of speech* Mr. Oairnes, 
we may observe, overestimates sometimes the amount of authority 
•opposed to his own views, sometimes the amount on their side. 
In the case just referred to he too hastily assumes that the 
view he dissents from ^ has the general concurrence of econo- 
mists.’ The English market for economic publications is ex- 
tremely limited ; the works on the subject are necessarily few; 
but it is notorious that various doctrines to be met with in the 
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Engiish text-tooks Eave often been questioned in lectures^ 
articles, discussions, and private conversation; and that tbe' 
general concurrence even of English economists— of whom 
alone English economists are aj)t to take account—ought not 
to be assumed from the agreement of those books. In the 
second place, the definition of cost of production which Mr. 
Cairnes puts forward had, in fact, been set forth in very similai’ 
terms in a treatise which has gone through many editions, 
Mr. Senior, criticising Malthus for terming profit a part of the 
cost of production, says, ^Want of the term abstinence has 
led Mr. Malthus into inaccuracy . . . an iuaceiiracy pre- 
cisely similar to tliat committed by those who term wages a 
part of the cost of imoduction/ Mr. Senior proceeds to define, 
cost of production as ^the sum of the labour and abstinence 
necessary to iDroduetion.’ Mr. Senior’s analysis is, indeed, de- 
fective in omitting the element of risk, but that defect is beside 
the question, and in respect to it \ve may observe that Mr. 
Cairnes too narrowly limits it, in the case of the labourer, to 
risk to mental and bodily faculties. The labourer often shares 
the pecuniary risks of the capitalist’s enterprise; he runs the 
risk of being thrown out of work and wages at a critical time 
and this is only one of a number of facts inconsistent with the 
assumption of an equality of wages, even within the limits 
which Mr. Cairnes sets to it. 

The doctrine of cost of production involves the whole theory 
of wages and profit : and an immense superstructure w^hieh has. 
been built on what Mr. Cairnes would call the orthodox theory,, 
must stand or fall with that theory. The subject jnay be con- 
veniently approached hy an examination of the doetiine of ^ the 
Wages Eund ’ and an ‘ average rate of wages,’ for which Mr, 
Cairnes contends. An instance has just been noticed of an 
over-estimate, on his jiart, of the amount of difference between 
his own views and those of other economists: we here meet with 
one of an over-estimate of the amount of support from autho- 
rity which Mr. Cairnes is entitled to claim for his own view. 
He terms his own side of the question with respect to the Wages. 
Fund * the orthodox side.’ If orthodoxy in economics is to be 
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determined by authority, some weight surely is to he attached to 
■continental authority. And in Germany, as Dr. Gustav Cohn 
has lately pointed out, the doctrine of a Wages Fund was con- 
troverted more than fifty years ago, and has been repeatedly 
assailed since ; nor does it now form, we believe we may affirm, 
an article of the creed of any scientific school of German, 
economists. It is condemned by M. Emile de Laveleye, of 
Belgium, to whom Mr. Oaimes will not deny a place in the 
front rank of European economists. French economists have 
never been polled on the question, but it is at least certain 
that the notion that there is an aggregate national wages fund, 
the proportion of which to the entire number of labourers 
determines the general rate of wages, is incompatible with the 
exposition which M. Leonee de Lavergne — who, it is needless 
to say, combines the highest theoretical attainments with the 
most extensive knowledge of the actual economic phenomena of 
his own country — has given of the diversity of the rates of 
wages and the causes determining them, in different parts of 
France. In England the doctrine was, after mature considera- 
tion, abandoned hy Mr. Mill ; it has been vigorously assailed by 
Mr. Thornton ; it is repudiated hy Mr. Jevons ; and among 
other economists in this country the present reviewer long ago 
combated it* On the whole, we believe that the chief weight 
of European authority is against the doctrine, and that it is a 
heresy, if that constitutes one. But the terms orthodoxy and 
heresy are singularly inajipropriate in pHIosopMoal discussions. 
What philosophy seeks is reason and truth, not authority ; and 
we will briefly state some of the grounds of reason and fact on 
which we take our stand in maintaining that an aggregate- 
wages fund and an average rate of wages are mere fictions — 
fictions which have done much harm, both theoretically and 
practically, by hiding the real rates of wages, the real causes 
which govern them, and the real sources from which wages 
proceed. In every country in Europe, the rates of wages even 
in the same occupation vary from ijlace to place ; in other words, 
the same amount of labour and sacrifice of the same kind is 
differently remunerated in different localities. The Devonshire^ 
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Somersetsliire, or BofsetsMre labourer has been earning for the 
last fifty years less than half what the same man might have 
earned in Northurnbeiiand ; the pay of Belgian farm labour is 
three times higher in the valley of the Meuse than in the 
Oampine, and twice as high as in Flanders ; it varies likewise 
prodigiously in Giermany, even in adjoining districts. Whence 
these diversities? The reason, obviously, is that distinct and 
dissimilar conditions determine W’ages in different parts of each 
country. Mr. Oairnes urges : ^ A rise of wages, let us suppose, 
occurs in the coal trade : does anyone suppose that this could 
continue without affecting 'wages, not merely in other mining 
industries in full competition with coal mining, but in industries 
the most remote from coal mining^ — industries alike higher and 
lower in the industrial scale ? Most undoubtedly it could not.’ 

We answer, most undoubtedly it could, and actually did. 
Wages rose continuously for a century in mining and other in- 
dustries in some counties in England, while in others the earn- 
ings of the agricultural labourer remained stationary through- 
out the whole period. In 1850, Mr. Oaird found the rate of 
agricultural wages in one northern parish 16s. a week, in another 
parish in the south only 6s. a week. In the former parish, 
mines and manufactures competed with farming for labour ; in 
the latter, the one employer was a farmer holding 5000 acres. 
Would it be reasonable to say there was an average rate in the 
two parishes of 11s. a- week, resulting from the ratio of the 
aggregate wages fund to the number of labourers in both ? 
What share had the southern labourer in the funds from which 
his fellow in the north earned his 16 i$, a- week ? In like manner 
the funds expended in w’’ages in the Ehine Province no more 
govern the price of labour in Pomerania and Posen than in 
Cornwall or Kent. A farm labourer in Flanders earns 1 fe 
50 c. a-day ; an inferior labourer in anothex* part of Belgium 
may earn 3 fr. 50 o. and uj)wards. Why ? Because the 
Fleming no more shares in the funds which afford such Mgh 
wages around Charleroi and Liege than a provincial journalist 
does in the funds from which the writers of the ‘ Times’ are 
remunerated. Moreover, to speak of the ratio of an aggregate 
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wages fund to tlie number of labourers as determining wages in 
each country surely implies that the sum expendible in wages at 
any given time is a fixed quantity; and, accordingly, M.deLave- 
leye remarks that one of many facts wbicbi give a practical refuta-* 
tion to the doctrine is that wages have recently risen in some parts 
of Belgium at the expense of rent. The demand for labour in 
manufactures on the one hand, and the novel attitude of the 
Belgian farm labourer on the other, have compelled farmers in 
certain districts to raise wages to a point at which farming has 
become a losing business ; rents, therefore, are falling. It was 
seriously urged against trade-unions and combinations of 
labourers in England a few years- ago by some advocates of the 
doctrine of the wages fund, that wages could not be raised by 
combination in one trade or locality without a proportionate fall 
of wages elsewhere, there being only a certain aggi’egate fund 
to be distributed. Mr. Heath^s statement, however, is incontro- 
vertible, that the mere report of the formation of an agricultural 
labourers’ union in Warwickshire raised wages immediately 
in several neighbouring counties, and it will hardly be con- 
tended that there was a corresponding fall in other counties. 

It is evident that the result has been mistaken for the cause; 
that the aggregate amount of wages is nothing but the sum of 
the particular amounts in all particular cases taken together; 
and that it would be as rational to say that the income of each 
individual in the United Kingdom depends on the proportion 
of the total national income to the number of individuals, as to 
say that the wages of each labourer in every place and in every 
occupation depend on the ratio of the sum total of w^ages to the 
total number of labourers. The statistician may find soma 
interest in calculating the average rate resulting from the ratio 
of the aggregate amount of wages, if it could be ascertained, to 
the number of labourers in the kingdom; but the economist 
deludes himself and misleads others by representing this as the 
problem of wages. If farm wages be 10^. a- week in Devonshire, 
and 206‘. in Northumberland, to say that the average rate is 
a-week is to speak of a rate which has no existence in»eithor, 
and to withdraw attention from the causes of the real rates in 
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both. In every country, instead of an average or common rate 
of wag’es, there is a great number of different rates, and the real 
problem is, What^are the causes which produce these different 
rates? Hence we are driven to conclude that Mr. Oairnes is 
not ‘justified/ to use his own words, ‘in generalizing the various 
facts of wages into a single concej^tion, and in discussing 
“ generaP^ or “ average wages/^ ^ 

At this point we are brought to inquire whether there is any 
better reason for mamtaining the existence of an average rate 
of profit. The doctrine of average profit is closely connected in 
Mr. Oairnes’ exposition with that of average "wages. While 
contending, erroneously as we have shown, for an equality of 
wages throughout all similar occupations in the same country, 
he admits that working classes of very different degrees of sldll 
do not compete, and may be paid at different rates for equal 
sacrifice and exertion. But, he adds, ‘ though labourers in 
certain dci^artments of industry are practically cut off from 
competition with labourers in other departments, the competition 
of capitalists is effective over the whole field. The communica- 
tion between the different sections of industrial life, which is not 
kept open by the movements of labour, is effectually maintained 
by the action of capital constantly moving towards the more 
profitable employments. In this way our entire iiuiustrial 
organization becomes a connected system, any change occurring 
in any part of which will extend itself to others, and entail 
complementary changes/ 

In Mr. Oairnes’ view, if wages were below par in any trade 
or locality, although the lahourers there might not be able to 
migrate, a movement of capital seeking cheap labour W’ould at 
once set in. It might almost be a siifiicient refutation of this 
doctrine, in relation both to wages and to profit, to point out 
that no migration of capital has equalized the wages of agricul- 
tural labourers in any country in Europe. What migration 
there has been — and it has been altogether inadequate to produce 
an approach to equality of wages— has been almost altogether 
a migration of labour. Moreover, if in a single occupation m 
simple as that of agricultural labour there has been no auoU 
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effective oorapetition as Mr. Gairnes , assiimes, there seems some 
Antecedent reason for suspecting error in the assumption of such 
an effective competition among capitalists as to equalize the 
rates of profit in all the countless employments of capital. 
There is something like a circular movement in Mr. Gairnes’ 
reasoning on this subject. He first argues-—* Each competitor, 
aiming at the largest reward in return for his sacrifices, will be 
drawn towards the occupations which happen at the time to be 
tlie best remunerated ; while he will equally be repelled from 
those in which the remuneration is below the average level. 
'The supply of products proceeding from the better paid employ- 
ments will thus be increased, and that from the less remunera- 
tive reduced, until supply, acting on price, corrects the inequality, 
•and brings remuneration into proportion with the saorifloes 
undergone.’ 

But afterwards we read — ‘ The one and sufficient test of the 
existence of an effective industrial competition is the corre- 
spondence of remuneration with the saci-ifices undergone — a 
substantial equality, that is to say, making allowance for the 
different circumstances of different industries, of profits and 
wages. Such a test applied to domestic transactions shows the 
existence of a very large amount of effective industrial competi- 
tion throughout the various industries carried on witliin the 
limits of a single country. The competition of different capitals 
within such limits may be said to be universally effective.’ 

Is not this very like arguing that the equality of profits is 
proved by the fact that there is an effective competition of 
capital, and that the equality of profits proves the fact of an 
effective competition? Nor is this the only seeming flaw in 
Mr, Gairnes’ logic. In proof of the equalization of profits, he 
urges that capital deserts or avoids occupations which are known 
to be comparatively unremunerative ; while if large profits are 
known to be realized in any investment, there is a flow of capital 
towards it. Hence it is inferred that capital finds its level like 
water. But surely the movement of capital from losing to 
highly profitable trades proves only a groat inequality of iJBofits. 
There is, in like manner, a considerable emigration of labourers 
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from Europe to America : does that prove that wages are 
equalized over the two continents? Let Mr. Oaimes himself 
answer — ‘ Great as has been the emigration from Europe to the 
United States, it may he doubted if any appreciable effect has 
been produced on the rates of wages in the latter country. 
Throughout the Union, wages remain in all occupations very 
considerably higher than in the corresponding occupations in 
this country.’ 

Elsewhere he estimates American wages at twice the 
English, and four times the German rate. The emigration 
of labour, thus, is neither sign nor cause of an equality of 
wages; it is, on the contrary, consequence and proof of their 
inequality; and the migration of caiutal from losing or un- 
imofitable to promising businesses, in like manner, only lands 
those who refer to it in evidence of the equalization of profits 
in an ignomtio eJcnchi. Mr. Oairnes, it seems clear, has not 
talcen into consideration the main objections to the doctrine he 
espouses. The only objections he notices are the difficulty of 
transferring buildings, plant, and material from one use to 
another, and of learning a new branch of business. Tlie fact ' 
is, that there are, in the first place, no means whatever of 
knowing the profits and prospects of all the occupations and 
investments of capital. No capitalist knows so much as the 
names, or even the number of the trades in the London Direc- 
tory, only a part of the trades of the kingdom; and their 
number and names are yearly increasing. If, again, there 
were any statistics showing the actual gains of the different 
trades, they would show that the profits of tlie individual 
members of each trade vary immensely. 

The business of insurance used to he thought one in which 
there was a certain general rate of profit. But a few years ago 
the subject was investigated by Mr. Black, and also in the 
‘ Economist,’ and the result arrived at was the fact of ‘ e.vtremes 
of success and disaster in the experience of companies still 
underwriting.’ Mr. Oairnes’ reasoning assumes that the profits 
of every business are well known; hut as they vary greatly 
with different companies and different individuals, the assump- 
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tioB implies that individual profits are knbwn. If they were, 
it would be seen that to speak of the average profits, even of a 
single business, is idle. Moreover, even if the past profits of 
every individual in every trade were known, it would be a 
serious error on the part of capitalists, though one which they 
often commit, to judge of the future from the past. The changes 
in production and the conditions of trades, in international 
competition, and in prices, the effects of speculation, fluctuations 
of credit, and commercial crises, of scarce and abundant seasons, 
wars and other political events, new discoveries and inventions, 
would upset all these calculations. Curiously enough, Mr. 
Cairnes himself has maintained that the new gold mines intro- 
duced a disturbing element which will probably affect profits 
for thirty or forty years. Eicardo admitted that at the very 
time he was building a pile of theory on the assumption of an 
etiuality of profits, the return of peace had made them in fact 
very unequal. Had he looked back for a quarter of a century, 
he would have found abundant proof that they had been very 
unequal throughout the long war; and had he been able to 
foresee the immediate future, he would have learned from the 
crisis of 1825, which Mr. Tooke so well described, how blindly 
mercantile men often reason, how far they are from possessing 
the knowledge, sagacity, and prescience his theory supposed. 
So far, indeed, are men in business from knowing the conditions 
on which future prices and profits depend, that they are often 
ignorant, after the event, of the causes of their own past profits 
and losses. Not a single farmer or corn merchant, no witness 
whatever before the parliamentary committees save himself, 
Mr. Tooke states, dreamt of referring the high prices of corn in 
the early part of this century to the succession of bad harvests. 
It is not even true that losing businesses are always abandoned. 
Hope springs eternal in the human breast, and it is an old 
saying that all the mines in Cornwall are worked at a loss — 
that is to say, the average result is a balance on the wrong side. 
Mr. Mill, indeed, has reduced the supposed equality to one not 
of actual profits, but of expectations of profit. There is, not 
however, even this : no capitalist ever attempts to survey the 
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whole field, or to estimate the probable relative gains of every 
investment. 

The doctrine of average profit, like that of average wages, 
thus falls to the ground, and with it falls the superstructure 
built on it, including Mr. Oairnes’ doctrine of value. ‘ The 
indispensable condition,’ he states, ‘ to the action of cost of 
production is the existence of an effective competition amongst 
those engaged in industrial pursuits’ — that is to say, a com- 
petition which equalizes profits ; and we have seen that no such 
competition is possible. If we are, in economic theory, to 
exhaust space and time of their contents, and to suppose a 
vacuum in which no obstacles to the movements of labour and 
capital in pui’suit of gain exist vsithin the limits of each country, 
so that wages and profits are equalized, why not apply the same 
supposition to international trade and international values ? 
We might, in like manner, theorise about wages, profit, prices, 
and rent at the bottom of the ocean on the supposition of the 
absence of water. The truth is — and it is a trutli which Mr. 
Oairnes has missed, though he has made an important step 
towards it — ^that the principle regulating domestic as well as 
international values is not cost of production, but ‘ the equation 
of demand,’ or ‘demand and supply;’ though the formula is 
one which requires much interpretation, and by no means 
contains in its very terms the full explanation of values and 
prices which many people suppose. 

But more than the superstructure of economic theory built 
on the doctrine of cost of production falls to the ground along 
with it. The method of deduction from assumption, conjecture, 
and premature generalization falls too. Mr. Oairnes speaks in 
his preface of certain ‘ assumptions respecting human character 
and the physical conditions of external nature,’ as constituting 
‘ the ultimate premisses of economic science ;’ and of the ‘ method 
of combined deduction and verification by comparison with 
facts,’ as ‘the only fruitful or, indeed, po.ssibIe method of 
economic inquiry.’ But is a theorist likely to bo very searching 
in his verification of assumptions on which be has built his 
whole science and Ms own reputation f Have the economists 
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■of the deductive school ever verified their ’doctrines respecting 
the equality of profits and of wages ? If they are at liberty to 
set aside as disturbing causes/ all the obstacles to the pursuit 
of gain resulting from other principles of human nature, and 
from external circumstances, and to theorise respecting wages, 
profits, and prices m mmOy what right have they to assume the 
existence of the love of gain itself in such an imaginary world ? 
The only facts in human nature, we may add, which abstract 
political economy takes account of are far indeed from being 
ultimate facts, or from being susceptible of treatment in economic 
reasoning as simple, universal, and invariable principles. Self- 
interest and the desire of wealth are both names for a multitude 
of different passions, ideas, and aims, varying in different ages 
and countries, and with different classes and different individuals; 
and each having its own peculiar effects on the nature, produc- 
tion,' and distribution of wealth. , 

The ^principle of population/ again, so far from being an 
ultimate fact in human nature from which general conclusions 
can be drawn, is a highly artificial and widely varying pzunciple, 
inseparably interwoven with religious and moral ideas and 
historical causes. Its force in Bengal is the result mainly of a 
particular superstition ; and, owing to causes which have never 
been probed to the bottom, its force varies greatly, not only in 
neighbouring countries like England and France, but in 
different parts of the same country, Normandy and Britanny 
for example. 

Our limits prevent our even alluding to many special ques- 
tions of great interest raised by Mr. Oairnes, but we will take 
two or three examples from the chapter * On some Derivative 
Laws of Value.^ In the early stages of a nation’s growth, 
tillage for the production of corn steadily gains ground on 
pasture; but Mr. Oairnes treats it as a ^law of industrial 
IDrogress ’ that in the later stages this process is reversed, and 
pasture constantly encroaches on tillage. We think we find 
here an instance of the economic error resulting from inattention 
to both continental phenomena and continental literature, ^ave 
in. exceptional situations, the increasing supply of meat in 
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Eiirope is oTstained’ by stall-feeding and tillage, not by tbe 
extension of pasture. As Professor Nasse states, the aridity of 
the climate and, the oharacter of the soil preclude pasture 
throughout the greater part of G-ermany. M. de Laveleye main- 
tains that, by means of stall-feeding, Flanders, in spite of the 
poverty of its soil, supports more cattle to the acre than Eng- 
land. It is noticeable that both these distinguished economists 
point to one condition unnoticed by Mr. Gairnes, 'whioh may in 
future, to some extent, counteract the causes hitherto operating 
so decisively in favour of tillage for the production of meat over 
most of the Continent— namely, the rise in the price of labour. 
How far meohanioal art, on the other hand, may neutralize this 
condition it is useless here to inquire ; but M. de Laveleye 
makes the important observation, that even where a country 
like England, with exceptional advantages for pasture, imports 
a great part of its corn, the importing and exporting cotmtries 
become virtually one economic region in which tillage is 
constantly advancing. Hence an enormous extension of tillage 
in the United States, for the supply hoth of its own population 
and that of Bmnpe, is as certain as any fact in the economic- 
future can he. Oonneoted with the foregoing question is one 
respecting the price of com, which, according to Mr. Gairnes, 
‘at length, in the progress of society, I’caehes a point beyond 
which (unless so far as it is affected by changes in the value of 
money) it manifests no tendency to advance further.’ This point, 
in Mr. Gairnes’ judgment, was already reached in- England 
three centuries ago, if not, as he has no doubt, some centuries 
earlier; the reason he assigns being that, after a certain point, 
an advance in the price of com reacts on population and cheeks 
the demand. There are, how'ever, several methods by which a 
nation may meet an advancing cost of corn — ^by a diminished 
consumption of animal food, for instance, or a diminished cost of 
manufactures. As a matter of fact, the labouring population of 
England has much diminished its use of animal food since the 
-Bfteenth century, while it clothes itself cheaper. The enormous 
prices of corn towards the close of the last, and during the 
early part of the present century, again, show how an advance 
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in the price of bread may be met by privation. The whole 
population of the United States is now a meat-consuming one ; 
bat if Maoaulay^s prediction should be fulfilled, at no very 
distant future an increased cost of corn would be met by relin- 
quishing meat ; and a part of ^,the nation might possibly oven 
fall back on potatoes, or some other cheap vegetable; so that 
the future price of corn can only be matter of speculation. The 
price of timber, it may be observed, has followed a different 
course on the Continent from that which Mr. Oairnes lays down 
for it. Its value, he says, ‘ rises in general slowly, but never 
-attains a very great elevation, reckoning from its height at 
-starting.’ Professor Eau, however, has given the following 
prices of a given measure of the same wood in Wurtemberg, in 
florins and kreuzers : — 1690-1730, 57 kr, ; 1748-1780, 3 fl. 
14 kr. ; 1790-1830, 8 fl. 22 kr. And Dr. Engel’s statistics 
show that the price of wood in another part of Gtermany nearly 
•quadrupled itself between 1830 and I860. 

While we dissent altogether from most of the fundamental 
propositions of Mr. Oairnes’ book, from the economic method 
it follows, and from not a few of its inferences and speculations, 
we see much to admire in it. It abounds in valuable criticisms, 
such as that of Mr. Brassey’s proposition that dear labour is 
the great obstacle to British trade, and of the argument of 
American protectionists that the States with their high-priced 
labour cannot compete with the cheap labour of Europe. 


JOHN STUABT MILL,^ 


The voliime which completes the series of MilFs ^ Dissertations^ 
and Discussions ’ illustrates a passage in his Autohiography^ in 
which he describes his own as ^ a mind which was always pressing 
forward, eq^ually i*eady to learn either from his own thoughts 
or from those of others/ History affords scarcely anotlier 
example of a x>hilosopher so ready to review his positions, to 
abandon them if untenable, and to take lessons from his own 
disciples, as the discussion, for instance, of Mr, Thornton’s book 
‘On Labour ’ shows Mr. Mill to have been. On the other hand,, 
the volume adds links to a chain of evidence against another" 
judgment pronounced by hlr. Mill on his own intellect, in a 
passage of his Autobiography which speaks of his natural powers 
as not above par but rather below it, and of his eminence being 
due, ‘ among other fortunate circumstances, to his early training/ 
His early training had undoubtedly a remarkable effect on his 
intellectual career — though in our judgment a very different one 
from that attributed to it by himself ; and certainly, without 
reference to it, neither his system of philosophy nor his mental 
calibre can be properly estimated. It ought to be taken into 
particular account in connexion with some phases of his 
economics exhibited in the volume before \is; but the question 
with respect to its influence has a much wider importance. It 
is a special instance of the great general question coBcarning not 
only the causes which produce great minds and direct their 
energies, but also those which govern the general course of 
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philosopliy and thouglit, since Mr. MilFs works had no small 
share in determining the ideas held in his time by a great part 
of the oiyilized world on some of the principal. subjects of both 
theoretical speculation and practical opinion. Foi' it will not be 
disputed that he was looked up to in several countries as the 
writer of chief authority on logic, political economy, and polities, 
and one of the first on psychology and morals. Latterly, how- 
ever— not to speak of the passing influence of a political reac- 
tion on his popularity— it has been generally admitted that his 
methods in mental and social philosophy were inadequate ; and 
his political economy is now censured, especially in Q-ermany^ 
for inoonsistenoy and insufficient breadth of eonception. ^ His 
ground-plan/ says Dr. Eoscher in his History of Grerman 
Political Economy, ^is a mere theory of the tendencies of undis- 
turbed individual interest, yet he frequently admits the existence 
of practical exceptions to the theoretical rules thus arrived at, 
and the presence of other forces and motives/ Other writers, 
English, Germans, and Americans, have expressed astonishment 
that he could ever have adopted the doctrine of the wages- 
f und, which two of the dissertations in the present volume show 
tliat he finally discarded. The inquiiy follows, Are the de- 
fects of his system to be traced to his own mind, or to Ms 
education ? 

One thing is plain in the matter. . Education can nurture, 
develop, and direct the application of great mental powers ; it 
can also misdirect, and even cramp and distort, but cannot 
create them. And no man without great and varied powers 
could have produced such works as Mr. Mill’s ‘System of Logic,* 

‘ Principles of Political Economy/ ‘ Examination of Sir W. Ha- 
milton’s Philosophy,’ and the four volumes of ‘Dissertations and 
Discussions’ ; not to speak of minor works, such as Ms essays on 
‘Utilitarianism’ and ‘Liberty.’ One of his Dissertations shows 
that even a poetical fibre — one rarely found in the logician or the 
economist — was not absent from his mental constitution and 
more than one of them refutes Dr. Eoseher’s criticism that ‘ his 
was not an historical mind,’ if by that is meant that he Mcked 
the genius for historical inquiry ; though it must be confessed 
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that the historical method is rarely applied in his philosophy. 
Add to this, that thirty-six of the best years of his life were 
spent in a publio office, in which he displayed administrative 
powers of the first order, and discharged his official duties not 
Only with efficiency, but such ease and despatch, that he found 
time to distinguish himself among the foremost writers in 
several departments of intellectual speculation ; and that he 
afterwards took a considerable place as a debater in Paidiament, 
The man who did all these things also exhibited in private society 
remarkable conversational j)owers, quickness of apprehension 
and reply, a facility of allusion and anecdote, wdth a vein of 
gentle humour, and such felicity and force of expression, that . 
even when his conversation was grave, the present writer was 
often reminded of Steele’s description of Sir Andrew Freeport 
that ‘ the perspicuity of his discourse gave the same pleasure 
that wit wwild in another rnand 

If, however, Mr. Mill’s ^ early training ’ dt'ies not account for 
his intellectual eminence, it assimodly went far to form his 
philosophj^; but a great deal more than the peimliar mental 
discipline to wffiieh his fotlier siibjected him must be included in 
that early training. We must include the fundiiinantal concep- 
tions, and the method of inquiry, of the leading iniolleots of the 
age from which he received liis education. It was an age in 
whiolx Bentham was justly regarded as the first social philosopher 
— liicardo, less justly, as the highest autliority in political eco- 
nomy, in spite of the protest of Malthus agaiimt Ins abstractions 
and precipitate generali^jation ; Mr, Mill’s father, James Mill, 
as the most eminent political thinker and writer of the time, 
and one of its chief lights in psychology ; and Jolm Austin as 
facik pruicejjs in jurisprudence. No leaders of thought ever 
reposed more unbounded confidence in tlunr own systems than 
did this famous band, They seemed to themselves to hold in 
their hands the kej^s to every problem in the seieiicc of man. 
In psychology the master-key was the association of ideas ; in 
morals it was utility ascertained by a balance of pleasures and 
pains^; in political philosophy it was utility combined with 
represantativ© government ; in political economy it was pecu- 
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nxary self-interest togetlier with the principle of population ; in 
juiusprudence it was ‘a particular definition of law and classifica- 
tion of rights. All these methods the younger Mill applied 
with a power never surpassed, and in addition he in good part 
created a system of logic ‘which may be corrected and improved, 
but will ever hold a place among the chief works of the human 
mind. It was the fault of his age and of his education if the 
doctrine of evolution found no place in his psychology or his 
social science ; if the historical method was taken up in his 
^ Political Economy,^ as it was in the preliminary remarks of his 
treatise, only to be laid aside ; and if corrections from observa- 
tion and fact of the inferences from a priori reasoning appear, 
both in that treatise and in the present volume of his ^ Disserta- 
tions and Discussions,’ only in the form of practical exceptions 
to abstract theory, or of ‘ applications’ of economio science, when 
the fault really lay in the original conception of the science 
itself. It was not possible to weld the abstractions of Eicardo 
and the actual forces governing economio phenomena into a 
consistent and scientific system ; or to furnish an adequate theory 
uf the origin and growth of human ideas without investigation 
•of the entire history of human society. But if any one individual 
is especially to be blamed for the shortcomings of his system, it 
is not John, but James Mill. No training ever was more care- 
fully adapted at once to crush all originality and to inspire 
excessive confidence in the methods adopted, than that which 
the younger Mill received from his father. It should, too, be 
borne in mind that the a priori political economy had its chief 
charm for John .Mill, not in the simplicity and symmetry which 
recommended it to narrower and shallower minds, but in the 
complete individual liberty which it supiDOses. How far he was 
from trusting to individual interest to secure the best economy 
in all cases is sufficiently shown in the remarks in the first 
dissertation in the present volume (on Endowments) with 
respect to free trade in general, and to the doctrine that educa- 
tion should be left to demand and supply, in particular. 

The action of demand and supply in another economic 
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aspect, namely on value, is discussed witli consp^icuous ability in* 
tlie second dissertation on Mr. Thornton’s book. The theory 
of a wages-fund, ^the proportion of which to the number of 
labourers in the conntxy determines the price of labour, is there- 
rejected ; and it should be observed that this doctrine was not 
originated by Mill, but appeared in its most uncompromising 
and fallacious forms in the works of his predecessors, MacOulloch 
and Senior. It is, in fact, a corollary to the doctrines of an 
average rate of profit and an average rate of wages. If profits 
could not be higher, nor wages lower, in one employment or 
place than in another, there ‘would really be such a mobility of 
capital and such a connexion between the funds out of which 
wages are everywhere paid, that it would not be very inaecurate- 
to speak of them as forming a general fund on which the price 
of labour depends ; though even in that case the combination of 
labooi’ers might produce a higher general rate of wages and a 
lower general rate of profit than competition had done. What 
neither Mr. Mill nor Mr. Thornton seems to us sufficiently to 
bring out, is that the main power of trades unions to raise ■wages 
in particular cases has arisen from the actual inerpialitics of both 
profits and wages. Where extraordinary gains have been made 
in a business, tbe labourers have been enabled by concerted 
action to extort a share which competition would not have 
assigned to them ; and again, where wages have been abnormally 
low, they have been able in like maimer to compel a rise. The« 
dissertation on the land question, and the papers on land refoim 
in this volume, show that Mr. Mill, like most people of all 
political parties when they were written, underrated the strength 
of the forces on the side of the existing land systems ; and the 
same remark is applicable to some passages in a review of 
Sir II. Maine’s ^ Village Communities/ 'which deserves particular 
notice for the generous interest and admiration %vhich it showa 
that Mr. Mill felt for works of genius and learning, even when 
allied to far more conservative tendencies than his own. The 
essay on Bishop Berkeley’s 'works, besides its great intrinsic 
merits .as a piece of psychological criticism, is remarkable like- 



wise for the sympathy it evinces with genius allied to religious 
opinions widely opposed to Mr. MilFs. 

The volume contains, besides other instructive essays, a re- 
view of Grote’s Aristotle by one to whom few will deny the 
highest claim to be listened to as a critic on such a subject, and 
to whom many will assign a place beside Bacon among the most 
illustrious successors of the original founder of logic. 


PEOFESSOE OAIENES * 


PiioFESSOE Oairnes liiis been laid to rest vdth extraordinary 
honour. No other author’s death in our time, save Mr. Mill’s^ 
has called forth so strong and general an expression of feeling; 
and Mr. Mill had been a leader of a philosophical school for a 
generation, and for seYeral' years a distinguished and active 
memher of Parliament, while Mr. Oairnes had resided in England 
only for a few years, during the greater numher of which lie wars 
tho victim of a criiel malady -which seoliided him from the "world 
and deprived him latterly even of the use of his pen. It is but 
thirteen years since Professor Cairnes, then holding a chair of 
Political Economy in Ireland, and known only to a few of the 
more studious economists in England, suddenly attained a wide 
celebrity by the publication, at the most critical moment in the 
American civil Wax’, of ‘The Slave Po^ver f one of the most 
masterly essays in tho literature of j3olitical controversy, and, 
even now that American slavery is extinct, one of the most 
instructive and interesting treatises which students either of 
politics or of economics can find in the English language. The 
progress of economic science, and tho changes in tho views of 
economists, of which there are indications all over Europe, may 
disturb some of the conclusions of Mr, Oairnes’ other works, but 
* The Slave Power’ will ever defy criticism; and no serious answer 
was attempted to be made to it, oven when the war %va8 at its 
height, and whexi the Southern States Imd the sympathy and 
support of some of the most porverful organs of the English press, 

* fh 0 Amdem^f July 17, 1875.-- This Articlo appeared m m% obituary notico 
immediately after the death of l^Ir. Cainiee. 
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Tlie practical object for wldoli ^ The Slave tower’ was publisbect 
has been triumpbantly aooomplisbed, but it had also a philoso*- 
pbieal purpose wbich gives it a permanent value as an economic 
classic, for its subject was originally selected by Mr. Oairnes for 
a course of leetures ‘ to show that the course of history is largely 
determined by economic causes.’ The still and ability with- 
which this purpose was carried into effect will, we believe, make 
future economists regret more and more as their science advancos 
that Mr. Oairnes did not in his suhsequent works develop another 
side of the relation between history and political economy, 
namely, the connexion between the whole social history of a 
country and its economic condition as one of the phases of the 
entire movement, and not as the result of a single principle or 
desire. 

Before the publication of ^ The Slave Power/ two essays in 
^Fraser’s Magazine/ Howards the solution of the Gold Question,’ 
had attracted the attention of economists in this country, 
especially Mr. Mill, to Mr, Oairnes’ remarkable talent for 
deductive reasoning and exposition in economics. We think 
for our own part, and we have reason to believe that such was 
subsequently Mr. Mill’s view, that in his practical conclusion 
Mr. Cairnes took insufBoient account of the influence on prices 
of the acquisition by France, Germany, and other continental 
countries, of the power of production and communication by 
steam, contemporaneously with the diffusion of the new gold ; 
hut those who dissent from the proposition that prices have risen 
more in England since the discovery of the new gold mines than 
in any continental country, will nevertheless find nothing to 
dispute in the principles which Mr. Oairnes applied with con- 
summate skill to the solution of the problem. The causes which 
have raised prices on the continent so greatly above their former 
low level are causes of the same order with those whose operation 
Mr. Cairnes discussed in relation to England, 

Although an invalid, impeded in every physical movement 
by the malady from which he suffered, Mr. Cairnes took an 
active, though sometimes an unseen, part in the disoussion-of all 
the chief political controversies in this country during the last 
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ten years, especially the Irish land question and Irish University 
education ; and to him more than to any other single person it 
is due that University education in Ireland is not now* under 
the control of an Ultramontane hierarchy, and that some of 
the chief subjects of historical and philosophical study have not 
been banished from the University of Dublin and the Queen’s 
Colleges* 

Last year, although then no longer able to write with his 
own hand, Mr* Cairnes published his ^ Leading Principles of 
Political Economy newly Expounded,’ a work which ought to 
be regarded, even by those who dissent most from some of its 
principles, as an impox'tant contribution to economic science* 
To state with the greatest possible clearness and force the reasons 
for espousing one side of a scientific controversy, is to render 
one of the best services to those who seek to know all that can 
be said on both sides* And if any position wdiieh Mr* Cairnes 
takes up is unsuccessfully maintained, the student may feel 
assured that if literary and dialeetical skill could have defended 
it, it would be impregnable* The second edition of Mr* Cairnes’ 

^ Logical Method of Political Economy ,’ which has recently been 
' published, and which we hope on a future occasion to review, 
ought in like manner to be welcomed by those economists who 
incline to the inductive or historical method, not only for the 
intellectual interest which the reasoning of a powerful mind 
must always excite, but also as a masterly exposition of the 
deductive method, and a complete presentation of all that can be 
said for it or got out of it. 

We have no words to express our admiration of the heroic 
fortitude and public spirit without which no amount of intellec- 
tual power would have enabled Mr* Caiines, under sufferings of 
the most prostrating kind, to maintain so high a place in the 
philosophical and political history of his time as that wMoh is 
assigned to him by universal consent* Ilis moral m well as his 
intellectual qualities won for him the reputation which has now 
become historioaL 


df f 




TIL 

MR. BAGEHOT.^ 

Mr. Walter Bagehot, tlio eminent editor, author, and political 
economist, died on Saturday last, at the same early age as the 
late Professor Oairnes, having reached only his fifty-second year. 
He was educated at University College, and graduated with 
■distinction in the University of London, in which he was lately 
examiner in Political Economy. He was known to the public 
•chiefly as editor of the ^ Economist,’ and by his books and essays ; 
but he was also a partner in a bank, and was thus one of four 
remarkable men of letters in this century who have also been 
English bankers — Samuel Rogers, the poet ; Grote, the historian ; 
and Sir John Lubhook making the other three. As editor of 
the ‘Economist,’ Mr. Bagehot was the successor of its founder, the 
late Right Honourable James Wilson, whose son-in-law he was. 
He conducted that journal with consummate ability, and raised 
it to the first rank, both as a financial and as a political authority. 
He might, doubtless, have augmented his fortune by lending 
adroit support from time to time to particular financial and 
commercial speculations, but no line of the Economist ever 
showed the smallest favour of that kind, and it did honour to 
the English press under his management, alike by its absolute 
integrity and impartiality, and by its intellectual calibre. 

As a poHtieal economist Mr. Bagehot belonged to the older 
dleduotive school, but his recent essays in the ‘Fortnightly Review’ 
mark an epoch in the history of English political economy, by 
abandoning the ground hitherto claimed by the leaders of that 
school for their method and doctrines. It is not many years 
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since Mi\ Lowe affirmed that ^ x^olxtical economy belongs to no 
nation, is of no country, and no power can change it/ Mr. 
Bagehot, on the contrary, emphatically limited the application 
of the postulates of the a piwri and deductive method to England 
at its present commercial stage. And within this limit he further 
circumscribed and qualified what he termed the fundamental 
principle of English political economy/ by assuming only /that 
there is a tendency, a tendency limited and contracted, but still 
a tendency, to an equality of profits through comniei’ce/ Thus 
circumscribed, the principle can no longer serve as a foundation 
for the superstructure erected upon it, which is built on the 
assumption that the tendency is so effectual, and so arithmetically 
true and exact in its operation, that every shilling of cost to 
which every producer is put by any special tax or burden is 
nicely recovered, with neither more nor less than ordinary profit 
in the market. Besides the essays referred to, and thc^ numerous 
articles which he wrote in the ^ Economist/ Mr. Bagehot contri- 
buted to economic literature an excellent work on baxxking and 
the money-market, under the title of ^ Lombard Street/ He was 
the author, also, of a work entitled ‘Hiysies and Polities/ which 
embodies a series of ingenious, though rather fragmentary, essays 
on the natural history of political soeiety. 

The work which displays in the highest degree both the 
original powers and some of the peculiar characteristicB of Mr* 
Bagehoris mind is his ^ Bx^glish Constitution/ which is unques- 
tionably entitled to a place among English political claBsios, It 
is not without a tinge of cynicism, but it undoubtedly brings 
to light principles overlooked in all previous works on the Con- 
stitution, and which must be admitted by the disciples of Mr* 
Mill as qualifying to some extent the doctrines of that great 
writer’s ‘ Representative Government/ Ono of the mirious prac- 
tical contradictions which, as Mr. Bagehot lias pointed out, the 
political history of England gives to political theory is, that 
the £10 householders, who, under the Reform Act of 1832, 
fanned the bulk of the constituency, were, above all classes, the 
one Inost hardly treated in the imposition of taxes ; so little did 
rexxresentation secure estxecial care for their interests* 
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Although of the Liberalpartj, Mr. Bagehot was, by disposition 
and cast of thought, what, for want of a more appropriate word, 
we must call an aristocrat in political opinion and feeling — a 
Whig, not a Radical. In his ^ English Constitution^ he speaks of 
the order of nobility as useful, not only for what it creates, but 
for what it prevents, and in particular aspreventing the absolute 
rule of gold, ^ the natural idol of the Anglo-Saxon,’ who is 
‘ always tiying to make money,’ and who ‘ bows down before a 
great heap, and sneers as he passes a little heap.’ If Mr. 
Bagehot did not himself bow down before the great heap, he 
was a little disposed to sneer at the little heap. Thus in ^ Lom- 
bard Street,’ speaking of the democratic structure of English 
commerce as preventing a long duration of families of great 
merchant princes, he says ‘ they are pushed out, so to say, by 
tlie dirty crowd of little men.’ And in the discussions which 
arose ont of the agitation for a reform of the Irish law of land- 
lord and tenant, he could not conceal his scorn for little farms 
and little properties in land, such as form the main foundation 
of the prosperity of Erance. 

Mr. Bagehot unsuccessfully sought at one time a seat in 
Parliament, but with all his political sagacity, knowledge, and 
talent, he was scarcely qualified to make a considerable figure 
in the House of Commons ; for, although he might have made 
an administrator of a high order in a public office, he remarkably 
exemplified the essential difference between the qualifications 
of a writer and those of a speaker. The position that actually 
fell to him in life was the one he was Best fitted for, and it was 
one really more honourable and more useful than that of many 
eminent members of Parliament. 
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those wliidi are simply logical, and those which, hesidGs hoing 
logical, are also mathematical. If there be any science whioh 
determines merely whether a thing he or not, whether an event 
will or will not happen, it must be a purely logical soionce ; blit ' 
if the thing may he greater or less, or the event may happen 
sooner or later, nearer or farther, quantitative notions enter, and 
the sqienoe must he matliomatical in nature, by whatever name- 
we call it/ Nevertheless, it can hardly be contended that Adam 
Smith’s reasoning respecting the nature and causes of the wealth 
of nations is in its essence, and ought to he in actual form, 
mathematical ; or that fho process by which Iiia main propositions 
are established is anjdhing more than logical. We might add 
that they rest in good part on induotive, and liot simply , 
deductive, logic; hut the question heforo us is whether niathe- 
Duatioal methods could properly bo ajq^Iiod to tlioii* demonstration. 

That wealth consists, not of money only, hut of all the necessaries 
and couvenioncGS of life siipidied hy labour, land, and capital ; 
that man’s natural wants aro the strongest incontivos to industry ; , 
that the host assiataneo a goyornmont can give to tlio augmentav; ; . 
tion of national opulence is the maintenaiioo. of perfect liheily 
and SGOurity ; that the division of labour is the groat natural 
orgau ijjation for the multiplioatioii of the produ o ts of i iidustry ; 
that it is limited by tho extent of the market ; and that the 
numbor of persons emj>loyed in iiroduction doimnds in a groat 
measure upon tho amount of capital and the modes of its 
employment — these are the ohief propositions worked out in the 
/ Wealth of Nations,’ and it can hardly ho said that mathe-^ 4 
matioal symbols or metlipds could fitly ho nsod in their proof. .S 
Wo need not controvert Mr. Jovons’ proposition that ^ ideasure, % 
paiu, labour, utility, value, wealth, money, capital, aro all notions 
admitting of quantity ; nay, the whole of our actions in industey . f 
and trade dopond upon comparing quantities of advantage ox‘ 4 
disadvantage/ But the very roferenoe which Mr. Jovpni» | 
proceeds to make to morals miUiatGs against the lissmnpiiop ;i | 
tiifjtt/ political economy must be mathomatical/ feply because it .1 
deals with quantitm^^ and that * wherovor tho things troatod^^^^v '^ 
ore capable of being greater or loss, there tho laws and relatioiis v/ 
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must be matliematioal/ The author instances Bentham’s utili* 
iarian theory, aeoorcling to which we are to sum up the i3leasures 
on one side and the pains on the other, in o\dov to determine 
whether an aotien is good or bad* Comparing the good and 
■ evil, the pleasures and i^ains, corisequeub on two courses of con-* 
duct, we may form a rational judgment that tiro advantages of 
one of them preponclerato, that its benefits are greater, its 
injurious results, if any, less ; but it by no means follows that 
we can measure mathomatibally the greater or less, or tliat tlio 
application of the differential baloulus would be appropriate or 
possible in the matter. We do not go the length of saying that 
there ai’e no economic questions to which mathemafcioal calculation 
could bo fairly appliecL The precious metals, for instance, move 
so easily between adj aceut countries, that the variations of the 
foreign exchanges might perhaps be mathomatioally treated. 
But. the immense inequalities in wages and profits, and the 
extraordinary fluotuations of prices under the iihcertain influence 
of credit and $peoulation,:Yai’® b^pugh to baffle any attempt to 
apply the palouluS to questions of vaUio ill general. 

Were the application of mathematical processes and symbols 
:to all economio roasoniug, however, possible, it does not follow 
that it would be expedient. Bastiat^s conception of the main 
problem of political economy was not very different from that of 
Mi\ jevons, who says, that / to satisfy our wants to the utmost, 
with the least effort— to procure the gToatcst amount of what is 
desirable at the expense of the least that is undGsirablo~is the 
problem of Gconomioa/ Suppose that Bastiat could have put 
his / Sophismes Bconomi^^^^ into a mathematical fom, with 
symbols for word^, and. equat^^^ and epigrams, 

would not political economy and the world have suif ered a heavy 
loss by his doing so ? The ^ Times' might be pimtcd hi shpH^ 
hand, and much ink and pajuer tlierehy saved, but would it 
conduce to the enliglitemnenfc of the pubH^ 
economy ? that so mimh 


reasoning is put into a mathematical foxm> bboause i^ is oho 
hpintelligible or unattraptivo to ‘ many studeuta of don^ 
intellectuolpDower and attainmonta* On the other haiid, wo hot 
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only concede that a mathematical shape might have been given 
to a great part of Ricardo’s system, but we regret that it eyex'^ 
received any bth^r, because his theory of value, wages, profits^ 
and taxation is misleading and mischievous. Assume that the 
products of equal quantities of labour and abstinence are neces- 
aarily of equal value and price, and that exertions and saorifioos 
of different kinds are oommensurablo, and a number of mathe- 
matical equations and calculations can bo based on those 
assiimj)tions. But siiioe the basis is false, the more the 
superstructure is hidden the bettor ; and we should bo glad to 
see it obscured, in every treatise iu which it is imt forward, by 
a liberal use of the caloulus. Taking utility in the sense in 
which Mr. Jevons uses the word, wo should acquiesce in his 
* general law that tlie degree of utility varies witli the quantity 
of conmiodity, and ultimately dooroasos as that quantity in- 
oreases,’ Yet, in one case only are the variations of utility and 
value, ooiisoquent on variations iu tlie quantity of commodity, 
susceptible of mathematical monauremont and calculation. The 
purchasing power or value of currency is inversely as its quantity, 
because there is an imlimited demand for it ; but the variations 
ill the valuo of other commodities beaivno regular ratio to tlieir 
quantity. Davenant’s estimate, to whioli Mr. tJevons refers, 
that a defect of one-tenth in the harvest raises the price of corn 
three-tenths, and that a defect of one- half more than quadruples 
its price, is useful as an illustration, and made a rough, though 
only a rough, approximation to truth, so long little corn came 
from abroad. Now tho supply comes from the harvests of the 
world, and a clofoet of one-tonth in our own liarvest might be 
followed by a fall instead of a rise in tho price of graiu. Could 
we even get accurate statistics of tlio harvests of tho worlds it 
would bo found that its price is affected by ho many other 
conditions that it bears no constant matliomatical ratio to the 
amount of supply. 

On the other hand, the stress which Mr. Jevons lays on the 
relation between value and quantity of supply seems to us to 
affexd an answer to an objootion which Mr. Oairnes Has made 
to the proposition for which Mr, Joyous oontondB, that ^ value . 
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only Qoncede that a mathematioal shape miglit have been given 
to a great part of Ricardo’s system, but we regret that it ever" 
received any otli^r, because his theory of value, wages, profits, 
and taxation is misleading and mischievous. Assume that the 
products of equal quantities of labour and abstinence are neces- 
sarily of equal value and price, and that exertions and saorifleos 
of different kinds are oommoiiBurablej and a number of niathe- j 
matieal equations and calculations can be based on those 
assumptions. But since the basis is false, the more the 
superstructure is liiddeu the better ; and we should be glad to 
see it obscured, in every treatise in which it is put forward, by 
a liberal use of the balculus. Taking utility in the sense in 
which Mr. Jovona uses the word, wo fihould acquiesce in his 
general law that tlie degree of utility varies with the quantity 
of commodity, and ultimately dooroases as that quantity in- 
creases.’ Yet, in one case only are the variations of utility and 
value, consequent on variations in the quantity of commodity, 
susoeptiblo of inathomatical measurement and calculation. The 
purchasing power or value of currency is inversely as its quantity, • 
, because there is an xinlimited demand for it ; but the voiuatioriB 
in the value of other commodities hear no regular ratio to then" 
quantity. Davenant’s estiinato, to which Mr. Jovons refers, 
that a defect of one- tenth in tho haiwest raise.s the price of oora 
threo-tonths, and that a defect of oiio-half more than quadruples , 
its price, is useful as an illustration, and made a rough, though 
only a rough, approximation to truth, so long as little corn came 
from abroad. Now the supidy comes from tbo harvests of the I 
world, and a defect of one-tontli in om own harvest might be 
followed by a fall instead of a rise in the price of grain. Could 
we even get accurate statistios of the harvosta of the world, it 
would bo foxincl that its price is affected by so many other 
oouditions that it boars no constant mathematioal rttio to the 
amount of supply. 

On tho other hand, the stress which Mr. JToYons lays on the 
relation between value and quantity of supidy seems to us to 
affpM an answer to an objection whioh Mr. Qairnes has made 
to the proposition for which Mr, Jevons contends, that ^ value * 
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depends on iitiIity»V When Mr. Cairnes asks -whether commo- 
dities are exchanged for eaoh other simply in proportion as they 
are useful, we should reply in the affirmative, if by usefulness is 
what Mr/ Jevons and most other economists mean by 
it, the power of satisfying any human desire. If, in a siege or 
a famine, a loaf is refused in exchange for a large diamond^ it is 
because the loaf is more desired or more useful; if, in ordinary 
times, a large diamond would not be given for a thousand loaves, 
the reason is tliat the diamond is i^referred, or has greater utility 
in tlie eoonomisVs sense. It may, indeed, he urged that the com- 
parative usefulness of diamonds and loaves, in the two oases, 
gives only the proximate cause of their relative value in oxohange, 
and that the ulterior cause is ooniparativo limitation of supply. 
A loaf contains as much nourishment in a time of plenty as in 
a famine ; but in the former case no particular loaf is much 
wanted, or has any particular utility, while in a famine every 
loaf has a utility proportionate to the amount of food it contains. 
Mr. Jevohs^ proposition is in substantial accordance with the 
generally aocepied doctrine that value depends mainly oji limita- 
tion of suj)ply. It depends, however, also, on other conditions, 
whioh defy all mathematical powers of calculation. Given tlio 
supply of a commodity, the urgency of the desire for it, and the 
amount of the funds in the hands of the persons desirous to 
purchase it, its price is still indeterminate. It will vary, accord - 
ing as buyers and sellers eombiiio or compete, according to the 
activity of credit and speculation, and according to other oon^ 
ditions which are subject to no ascertainable laws. 

A proposition laid down by Mr, Jevons, in -which wo fully 
concur, is, ‘ that economics must he founded on a full and ao- 
curate investigation of the conditions of utility, and to under- 
stand this element we must examine the wants and desires of 
man.V An urgent desideratum in political eoonomy is oortaiuly 
the suhstitution of a true theory of what Mr. lovoiis tprms 
^ the laws of human w ants ^ for vague abstractions, such as the 
! love of wealth and the aversion to iaboux\ But -vyide historical 
investigation must preoad.e the obnstruotibii of the true theory. 
The authors to whom Mr, Jevons refers have made some instruc- 
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tiye euggestigns rQfi;^eoting tlie subordination and successions o£ 
Kumau wants ; but they seem not to have perceived that these ' 
wants vary under different surrounding conditions and in dif- 
ferent statoa of society. The order which the evolution of Imman 
wants follows is one of the inquiries that await a rising historical 
and iiiduotivo school of economists, which happily has no oppo- 
sition to encounter from Mr. Jevons. But witli respect to the 
deductive method, Mr. Jevons does not quite fairly represent 
the view of that school M'hen he says, disagree altogether 
with my friend, Mr. Leslie; he is in favour of simple deletion; ; 
I am for thox’ough reform and reoonstruofciou/ We are, it is 
true, for deletion of the deductive method of Ilieardo : that is 
to say, of dediiction from unverified assumptions rospeoting 
‘natural values, natural wages, and natural i)rdfii:s/ But we 
are not against deduction in the souse of inference from true 
generalizations and prinoiplGS, though we regard the urgent 
work of the present as induction, and view long trains of doduo- ; 
tioii with suspicion. 

W to touch only a few of the inobloms 

discussed in Mr. JovonB’ treatise. It is one which requires a ; 
considerable iutolleotuai effort on the part of the reader, but the I 
effort will biing its reward, even where it may not end in entire 
assent to the views of the omiueut author. 
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An emiiient scholar lately said to the writer that ho preferred 
the old kind of roview^ which smiply told what a; book oontaiued. 
The preference is intelligible on the part of a nian who likes to 
know the gist pi eveiy now book, and to judge for himself of 
its soundness. The system would save readers both money arid 
time. For threepence they might get the pith of a hxunbor of 
new wprk^ a weekly review. Yet there are objeotions to 
this definition of the province of the reviewer. The editor of a 
famous joiirnal, who^^^^^^^k^ his public well, used to tellaiie^v 
^ writer, when ; sen^ a book, that he wanted an original 

article on the subject, not a mere review. Competent oritios, 
indeed, would not bo content to write summaries— a businoHS 
which could be done by mere drudges. Nor is it quite fair to 
an author to sell a littlo compendium of his work. Bveu a 
reader may sometimes object. The novel-reader, as well as tho 
aipYelist, has no such enemy as the roviower who tells the wholo 
story in a few words. We shall, therefore, not attempt to: 
sumrUariae the contents of Mr. and Mrs. MarshalFs work. Miv 
Mai’shall has been known for several years, thouglx less widely 
than if his pen had been more active, as one of tlio xnost acoom- 
plished and learned economists in England ; and Mrs. Marshall 
bore a high reputation as lecturer at Newnham Hall, Cambridgo. 
The theory of the economics of industry, sot forth by two such 
authors, is not to be compressed into a few columnB, to say 
nothing of the right and dtity of oritioismi j , • 

The hook before us makes greater changoB in economio 

: * TAe 27o\omboT 6, 1S79. 
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method and doctrine^ compated with previous text- books, than 
might bo perceived at first sight ; for they are made without 
sound of trumpet, and for the most part without controversy, 
Soinetimes, indeed, they seem to ns made ^vithout suffloient 
warning to call the student^s attention. Still, the authors have,, 
in their statement of general principles, adhered to the main 
lines of the economic system hitherto generally followed in 
England. Like a leoturor, the writer of a text-book ought to 
put the reader in possession of the system hitherto in vogue,: 
and may find it necossaiy to begin with propositions which he 
afterwards subjects to such qualifications, exceptions, and 
limitations, that they turn out to bo mere introductory obser- 
vations and provisional assumptions ; though, unfortunately, it 
is the custom, in political economy, to dignify preliminary 
generalities of this sort witli the title of laws. 

One characteristic merit of Mr. and Mrs. Marsluvirs work is 
that they do not make use of provisional doctrines or generaliKa- 
tions, of the class just referred to, as premisses from which 
trains of deduction can bo made, but as starting-points for tliov 
investigation of actual phonomena, and the ascortaiumont of 
the presence and operation of their actual causes and conditions. ' 
tClius, the ^ theory of normal value^—a term, indeed, the 
appropriatonosB of which we shall havo to question — ‘Whioh 
assumes the equalization of wages and of profits, and the 
conformity of prices with tho expenses of production, is only 
used by the authors ‘ as the starting-point from which wo must ; 
set out to explore all tjio various irregularities and unevennessesv 
of market values,^ A inovisional assumption that competition j 
tends to equalize the earnings of labour in the same trade hi r 
difforont localities may, for example, lead to the discovery of 
the causes of their actual inoqualities. Suppose agriciiiltural 
wages more than fifty per cent, low^er in Lorsotshire than in 
y oikshire, the inf eronco from the assumption would bo that 
thero axo obstacles to the migration of laboui’ors, and the causes 
ctetorniining tho actual market rates iii the two oountios might - 
be thence aseertained. Tho discussion of Ibaal variatibhs of 
valim, of market fluotimti^ and of the ihfiuenoe of trade 
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unions on wages, in Mr» and Mrs. MarslialVs is admirable, 
and, among other results, ought finally to dispose of the doctrine 
of the wages fund, ^ The whole net annual income of the 
country,^ say the authors, ^consists of all thoso oommodities 
and conyenieuces of life which are produced during the year, 
after replacing the auxiliary capital that is coiisumed or worn 
out during tho year. This net annual income is divided into 
— firstly, earnings of all kind of work, including business 
management ; secondly, interest on capital ^ thirdly, rent 
obtained for the use of land or any other property that is 
artificially, ; limited ; fourthly, taxes jiaid to the State. ' The 
first remark which this passage suggests is, that the authors 
appear to include, like Mr. Senior and most O'ermau Gooiiomists, 
not only material commodities, but services and iitilities which 
hear a price in the market, in the wealth of a nation ; and 
accordingly the definition of wealth in their first chapter ought 
to be enlarged. Much thin sophistry has been expended by 
some English eqdnomists on aii attempt to exclude servioes and 
the oonvenienoes of life, when hot, to use Adam Smithes j)hrase, 
fixed in some material and vendible commodity, from the ca^ 
tegory of wealth, although useful, limited in supply, exchange- 
able for commodities, and not to be had without purebase. The 
consequence is, that a fundamental change is overlooked which 
takes place in the real revenue and wealth of a nation as civili- 
zation advances — namely, that it consists more and more of 
material and durable articles, and less and less of perishable 
services, to perform which much trouble is undergone, but which 
leave nothing behind them. The niedicoval baron somotimes 
maintained thousands of attendants and followers, whose sor- 
vices, not the commodities he gave for tliem, constituted a largo 
part of his real wealth ; for the commodities beoaino the wealth 
of the retainers. On the fall of the baronial power, soiwioes of 
this kind gave place tp oomniodities, some of Avhioh wore of a 
durable kind, and made lasting additions to the national woaltb, 
3ut the point which Gspeoially palls for cohsideratioiv in the 
passage cited relatei to the iremunef atioiV of 
or, as Adam Smith called it, of the labour of iiispeotion. By 
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Mill tills element is treated as forming, along with interest, 
a constituent of profit. Mr. and Mrs. Marshall, on the other 
hand, transfer it from the profit side of the acoonnt to that of 
wages, classing it, under the name of earnings of management, 
with the earnings or wages of skilled labour in general. There 
are some teiidoncies in niodorii industrial economy to make this 
eventually the proper olassification, but it requires, at least, more 
explanation and qualifloatxoii than it has roceived from the 
authors. They say, only, that ‘Wo shall find it best to class 
Gamings of managemenf; with the ennungs of other kinds of 
work, beeanso they are similar in nature to other earnings, and 
avo, in the long run, governed by the same laws. For though, 
in the passing vicissitudes of trade it is somewhat difficult to 
draw a clear line between the interest on a husiiiess-man^s 
capital and his earnings of management, yet we shall find that 
tliero is little in common betwoou those fiiudameutal laws which 
dotormino, in the long run, the norjnal rate of interest, and those 
winch dotormino, in tlio long run, the normal earnings of 
managomeut- The authors do not soom to liavohad in view 
the objection to thoir olassification suggested by Adoin SmitVs 
observation, that the earnings of two men of business, whose 
Icbbouv of inspeotiou may bo iiGarly the same, may dilf or widely , 
beeaueo yax*yiug, like interest, with the amount of capital they 
turn over, not with tho amount of their lahour. ‘ he said, 

^ wo suppose two manufactiirora, tho one Giuploying a eaxiital 
of iJlOOO and the other of ^67300, in a place wlioro the common 
profits of stock aro ten percent., the ouo will expect a profit of 
about iJlOO a-j^oar, while the other will expect about £730. 
Yet tlioir lahour of inspection anay bo noariy or altogether the 
same/ To put the case in oiuothor way ; a grocer, with a 
capital of £1000, sells at prices wliich leave him, let us say, 
after replaoing his stock with insiiranoe, a profit of £100 n-year:( 
for interest and trouble together. A neighbouring groeexy with 
ten tinxes the capital^ gets the same prices, and makes a net 
profit of £1000 with porlxaps littlo more trouble. : In 

suclua case the earnings of ihanngoment aie surely not deter- 
mined by the laws wliioli regulate wages in general) and have 
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niTJoli more in common with, those which govern tho rate of 
interest. Nevertheless, causes are at work, though tho authors 
do hdt bring them out clearly, tending to regulate ultimately 

■ the earnihgs of management hy the amount of skill and trouble 
it reiiuiras; instead of by the amount of capital, Tlie scale on 
which modern business is carried on, and the growth of joint- 
stock oompaniesi have given rise to a class of managers who are 
hot partners, but paid by salaries for their work. And it is a 
tondenoy of competition to force tho owners of the capital so em- 
ployed to seU at prices which yield only what the managoihent 
actually oosts in this way. The system tends to drive small 
producers and dealers out of the market ; for, a lai'ge salary to 
the manager of a big business may make no sonsiblo addition to 
prices, wbile a proportionate retminoration to a small capitalist 

■ for his trouble woi;ld seriously raise the price of his goods. 
The growth, too, of the system of doing business on borrowed 

; oapital, due largely to modern banking facilities, has a similar 
tendency. The man woiking with borrowed capifal may be 
ebntentwith ah eq^uivalent to a large salary, and his competitors; 
with capital of their own, must soil at the same price.s. Those 
tendencies are, howovei', to a great extent countoraoted by otiior 
causes, which make profit include an element, over and abovo 
interest; that varies with the amount of capita], not with tho 
labour of management, and whicli tend to assign this olement 
obiefly to the owners of the capital as such, not to tho man agora 
as such. Aeeording to the anthors, not profit contains no 
.elcinentsj.savo interest and the earnings of luanagomoiit, which 
they say are regulated by the same laws ns tho earnings of 
skilled lahour . If so, the profits of trade ought to exceod 
interest only by the amount of a good managor’s salary, and 
the ordinary fees of directors. Yet it is cortain that tho divi- 
dends received by the shareboldors of a company may mupU 
exceed bare interest, in consoquonco partly of gCod raahugomout| 
while the managing staff receive only tho ordihary remuneration; 
One reason for this is, that profit niohides elomouta Svhioh cannot 
he disentangled and nieasm'ed so as to dotorraihe the slioro duo 
to tho management. Luck, situaliou, connexion, prestigoj and 
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Mr. Mill this oleineat is trefttod as forming, along with interest, 
a oonstituent of profit. Mr. and Mrs, Marshall, on the other ■ 
band, transfer it from the profit side of the account to that of 
wages, classing it, under the name of earnings of management, 

; with tho earnings or wages of skilled labour in genoi'al. There 
are some tendencies in modern industrial economy to make this; 

^ eventually the proper olassifioation, hut it requires, at least, more 
explanation and qualification than it has received from the 
authors. They say, only, that ‘ We shall find it best to class 
oai'uings of management w'ith the earnings of other kinds of 
woi’k, hocanse they are similar in nature to other earnings, and 
arc, in tho long run, governed by tbo same laws, l^or though, 
in tho passing vioissitudos of trade it is somowhat difflciult to 
draw a clear lino between the interest on a bnsiuess-man’s : 

• ciiintal and his earnings of inanagomcnt, yet avo slmll find that 
there is little in common hotweou those fundamental hvAvs Avhioh 
determine, in tho long run, tJio normal I'ato of ijiterosfc, and those 
which deterniine, in the long run, tho normal caruings of 
manngomont.’ The authors do not sociu to liaA'o had in yioAv 
the objooliou to their olassifioation suggested by Adam Smith’s 
phsoryation, tliafc tho uaruiugs of tAvo men of bAxsiness, whose 
Jubour of inspection may bo nearly tho same, may differ Avidely, 
because varying, like interest, Avith the amount of capital they ; 
turii; over, not with tho amount of their Iaboln^ ‘ If,’ ho said, 

‘ wo suppose tAvo manufiictxu’ors, tho ono oiuploying a capital r 
of £1000 and the other of £7300, in a pliieo Avhoro the common v 
profits of stock oi’o ten per cent., tho ono will o.x2)Rct a profit of ■ 
about £100 a-year, Avliilo tlio other Avill o.\pe(it about £730. / ' 
Yet tlmir labour of insiieotiou may ho nciuly or altogotlior the 
same.’ To jmt tho case in another A\'ay : a groeer, with a 
eaiutal of £1000, sells at imieos Avhioh leave him, lot xis say, 
after replaoing his stock Avith insurance, a profit of £100 a-year 
for interest aiid trouble together. A neighhouring grocer, with 
ton times tlie capital, gets tho same pricos, and makes a not ; 

. profit of £1000 a-yoar, Avith porha25s little more tiouhlo. In 
fiuch.a ease the oarniugs of management are surely not, dotoy- 
rhined by the laws Avhieh regixla^ AA'ages in general, and, have ; : 



M0s}iaM's ^Economies of Indnstry,^ 77 

jiiuoli more in oommou with those wliioh govoi'n tho rate of 
interest. Nevertheless, oaiises are at work, thougli tho authors 
do not bring thorn out oloarly, tending to regulate ultimately 
the earnings of mauagornent hy tho amount of skill ami trouhlo 
it requires, instead of by tho amount of oapital. Q)ho scale oh 
■which modern husiuess is carried on, and the growth of joint-' 
stock oompauies, have given rise to a elnss of managers who aro 
not partners, but i)aid by salaries for their work. And it is a 
tendency of competition to force tho owners of the cftpitalso em- 
ployed to sell at inioes which yield only what tho management 
actually costs in this way. The system tonda to drive small 
produoers and dealers out of the market ; for, a large salary to 
the manager of a big husiness may make no sensible addition to 
prices, while a proportionate romunorntion to a sniall ciapitalist 
■for bis trouble would seriously raise tho price of his goods. 
The growth, too, of the system of doing business on borrowed 
oapital, duo largely to modern banking fnoilitios, has a similar 
tondenoy' The man working Avith borrowed capital jhay be 
' content with an oquivalent to a largo salary, and his compotitor.?, 
with capital of their own, must sell at tlio same prices. Those 
tendenoiekarc, however, to a great extent couutoraoted by other 
oanses^ whioh make profit inoludo nn olomont, over and above 
interest, that varies with the amount of capital, not Avith tho 
labotu’ of management, and Avhioh torid to assign this element' 
chiefly to the owners of the oapital as such, not to the managers 
as snob. According to the authors, not profit contains no 
elements, saA’e interest and the earnings of raanngemen t, whioli 
they say are xogulated by the same laws as tlio earnings of 
skilled labour. If so, tbo pmofits of trade ought to oxodeeV 
interest Only by tho amount of a good manager’s salary, and 
the ordma,ry fees of dirootors. Yet it is ooiiam that tho divi- 
dends received by tho shareholders of a company may much 
exceed bavi!) interest, in consequenoo partly of good managemoiiit, 
while the managing staff reooivo buly the ordinary remuneratioh, 
One reason for, this is, that profit includes elements Avhioh qaimot 
bo disentangled and measm-ed so as to determine tho share dul 
.tojtho management,' Luok, situation, oonnexiouj imostige, and 
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other Glements enter, along with interest and superintendenoe, 
into profit ; and ifc is impossible to say how much is due to each. 
The returns to iill together usually vary in proportion to the 
amount of the capital embarked, not to the skill and trouble of 
management, and its owners legitimately claim the surplus. 
The authors’ onalysis of profit, accordingly, appears to us not 
quite complete, and we cannot think the subject is really made 
clearer by getting rid of the terra profits altogether, as they 
seek to do, and speaking only of interest in reference to the 
gains of capital- 

Another aspect of the problem of the rate of profit, as to 
which Mr. and Mrs. Marshall’s exposition seems to us not 
entirely satisfactory, relates to the amount of the fund to bo 
divided between capital and labour. ‘ Tlio total net annual 
proditco of a country’s capital and industry,’ they say, ‘ after 
rent and taxes have been deducted fi’om it> consists of the 
interest on capital, and the earnings of different kinds of 
industry, ond wo have called it the oarnings-and-intei’est fund.’ 
The share, they add, which capital obtains, depends, first, upon 
the amount of the fund, secondly, on the manner in which it is 
divided between labour and capital. The amount of this ‘net 
annual produce of the country,* or aggrogato national ‘ earn- 
ings-and-interest fund,’ depends, ns they slujw, on the produotive 
pOAVers of land, labour, and capital, the state of science and art, 
and so forth; and their exposition of this subjeot is full, though 
concise. It is, too, undoubtedly important to tha economist to 
have a olenr view of the causo.s detemiining the amount of the 
mniual i-evonuo of the nation as a whole. Yet the problem 
respecting the rate of profit is a different one. TJio oapitalists 
and labourora in a trade do not simply divide betAveen them 
a share in a definite national fund, croated by the general 
productiveness of the whole national capital and labour ; they 
themsolvos, in a great measure, orento the particular fund Avliioh 
l liey divide, and tlie amount which they will receive Aepends 
largely on the aniouiit of their oaa'u produce, and the economy, 
as Av^l ^ the skill and energy, which they oxeroise iu its jAro- 
duotibn. Much waste and loss practioally arises from, the 
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iendenoy of both capitalists and woi’kinen to regard the amount 
of profits and wages as a question, simply, of sharing a given 
fund, when the niost important matter is to produce it. 

The authors next inquire, ‘ how the earnings-and-intorest 
fund is divided into the shore which capital takes as interest, 
•and that whioh industry takes as eaniings.* They proceed, 
accordingly, to discuss the problem of the rate of interest, and 
it is certainly one whioh calls for investigation in a treatise on 
the economics of industiy. Yet the owners of capital in busi- 
ness have much else to look to. !Poi* them the point is not 
merely what interest they oould get on the best security, but 
what profit the particular husinesses or investments they have 
under their eye are likely to afford : here they must take into 
account the influence of many conditions and elements which 
hut reraotMy and slightly affect the general rate of interest. 
But, confining ourselves to the question of the rate of interest, 
the gener&l propositidn ’whioh Mr. and Mrs. Marshall lay down 
is, that ‘it will he fonud to depend upon the urgency of tlie 
demand of industry for the aid of eaihtal.’ Industry is rather 
a vague term, and one of its misfortunes is, that it is commonly 
used by dPrenoh economists in a narrow and special sense. The 
authors appear to mean by it, in the proposition before us, 
simply labour, since they say that, ‘ The demand of industry 
for the aid of capital will not he urgent if there is a largo 
supply of capital in proportion to the population. Industry 
will not then be compelled to resign to capital enough qf the 
produce to afford a high rate of interest.’ But laboiUr has 
many competitors at home and abroad for capital. 0 iiv National 
Beht, and the sums which foi'cign States have raised in Great 
Britain since the Grimoan War, show how formidable is thb 
competition of public borrowers, and to their demand must be 
added that of private borrowers for unproductive purposes, of 
the intensity of which the extent to which land rn the TJnited 
Kingdom is mortgaged affords an indioation. Looking, liow- 
ever, only to the side pi the question which the authors discuss; 
it seemf to us imppitadit to hear in mind that the shatea 0 
labour and capital will depend, not merely on the demand of 
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and uneYennesses/ are the true normal values; if hy that phrase 
be meant what the authors mean- — ^the values resulting from 
the action of competition. That even in the long run— to use 
the somewhat lax and unscientific phrase which we are not a 
little surprised to find writers of their powers of accurate thought 
and expression repeatedly and emphatically employing— profits 
are not equalized, or prices adjusted to the expense of production, 
as their theory of normal value assumes, appears by their own 
statement. Even in little villages, they say, in which one 
might imagine at first that everyone knows all his neighbours’ 
affairs, and what profit every trade yields, it is not so, and very 
little beyond the fact that one man seems to be prosperous, 
another the reverse, is really known. Some of the villages in 
w^hich this is so have existed for several centuries — a tolerably 
long run. How much less can the relative gains of all the dif- 
ferent occupations of the great industrial w^orld be known to the 
owners of capital, and equalized by their competition ? The more 
people investigate market values by such lights as the book before 
us affords, the less heed they will give to the values of Ricardo’s 
theory, and the more they will be led to reverse his mode of 
procedure, and to make market values the starting-point from 
which to arrive at true normal values— that is to say, those 
resulting from the operation of unrastricted competition, 

Mr. and Mrs. Marshall’s hook is full of information and 
novel and apposite illustration. It will, we hope, pass through 
several editions ; and among the changes which we venture to 
suggest are, the total dismissal of the phrase ^ in the long run’ 
from their pages, and a less sparing application of the term 
^ laws’ to provisional and hypothetical assumptions. There is 
a kind of brain that is prodigiously fertile in the production of 
* economic laws,’ giving the name to every crude and hasty 
generalization or guess that occurs to it; but authors of the 
soientiflo culture and ability which the work before us displays 
need no such parade of scientific terminology to command re- 
spectful attention. 


THE HISTOEY OF GEEMAN POLITICAL 
ECONOMY/ 

Two different conceptions of Political Economy now divide 
economists throughout Europe ; of which, looking to their 
origin, one may be called English, the other German, though 
neither meets with universal acceptance in either England or 
Germany. English writers in general have treated Political 
Economy as a body of universal truths or natural laws ; or at 
least as a science whose fundamental principles are all fully 
ascertained and indisputable, and which has nearly reached 
perfection. The view, on the other hand, now almost unani- 
mously received at the universities, and* gaining ground among 
practical politicians, in Germany, is that it is a branch of 
philosophy which has received various forms in different times 
and places from antecedent and surrounding conditions of 
thought, and is still at a stage of very imperfect development. 
Each of these conceptions has its appropriate method ; the first 
proceeding by deduction from certain postulates or assumptions, 
the second by investigation of the actual course of history, or 
the historical method. In England it is usual to speak of in- 
duction as the method opposed to a priori deduction, but the 
inductive and historical methods are identical. Both aim at 
discovering the laws of succession and co-existence which have 
produced the present economic structure and condition of society. 
A subsidiary branch of historical investigation traces the progress 
of thought and philosophical theory, but this branch has the 
closest relation to the main body of economic history, since one 
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of the chief coDditions determining the subjects and forms of 
thought at each period has been the actual state of society j 
and ideas and theories, again, have powerfully influenced the 
actual phenomena and movement of the economic world. Dr. 
Wilhelm Eoseher’s ‘ History of Political Economy in Germany’ 
\GescMcMe der National-Oehonomik in Deutschland) is hy far 
the most considerable contribution that has yet been made to 
this subsidiary branch of inquiry. It would be impossible in 
a few pages to review a book which ranges over several centuries, 
and discusses the doctrines of several hundred authors, besides 
drawing from numerous unnamed works. What is sought here 
is to indicate some of the leading features in the history of this 
department of German thought, with some observations sug- 
gested by Eosoher’s book, or by its subject. 

An English historian cited by Eosoher speaks as if the 
history of political economy had begun and almost ended with 
Adam Smith. Eoscher himself begins w'ith the Middle Ages, 
and ends with the conflicting docti-ines of different schools and 
parties in Germany at the present day. The structure and 
phenomena of mediseval society in Gei'many, a.s elsewhere, were 
far from suggesting an economic theory based on individual 
interest and exchange. Common propeidy in land, common 
rights over land held in severalty ; scanty wealth of any kind, 
and no inconsiderable part of it in mortmain, or otherwise 
intransferahle ; labour almost as immovable as the soil ; pro- 
duction mainly for home consumption, not for the market ; the 
division of labour in its infancy, and little circulation of money ; 
the family, the commune, the corporation, the class, not indivi- 
duals, the component units of society: such are some of the 
leading features of mediseval economy. In the intelleetnal 
world the division of labour was even less advanced than in 
material production ; philosophy was in the hands of an ec- 
clesiastical order, antagonistic to both the individual liberty 
and the engrossing pursuit of wealth which modern political 
economy assumes. Eoscher points to the Canon Law [as- 
embodying the earliest economic theory, and it is deeply tinc- 
tured with both communism and asceticism ; poverty is the- 
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-state pleasing to God, superfluous wealth should be given to 
the oWch and the poor, interest on money is unlawful, to buy 
in the cheapest and sell in the dearest market is a twofold 
wrong. Nor did the secular law harmonize better with modern 
economio assumptions. Every system of positive law, as 
Eoscher observes, has a corresponding economic system as its 
background ; and the economic system at the back of the secular 
law was based on status, not on contract — on duty and loyalty, 
not on individual interest. Thus whether we look to the actual 
economy of mediaeval Germany, to its moral philosophy, or to 
its positive law, we find a condition of things incompatible with 
the economio doctrines of modern times, 

A new era opened with the Eeformation, and Eoscher 
-divides the history of modern political economy in Germany 
into three periods, the first of which he calls a theological and 
humanistic one {das theologisch-himanisHsche Zeitalter)^ on 
account of the influence of both the doctrines of the Eeformers 
and the literature of classical antiquity. But the economic 
movement of society itself tended to awaken new ideas. The 
Eeformation not only created considerable economic changes of 
a material kind, but was in fact the result of general social 
progress, one aspect of the economic side of which shows itself 
in the discovery of the new world, and the consequent revolution 
in prices. In Germany, too, though to a less extent than in 
England, something doubtless was visible of that change from 
status to contract, and from service for duty to service for per-* 
sonal gain, which struck the great English poet, who was 
himself among the productions of the new age."^ We may take 
Erasmus and Euther as representatives of the economio influences 
of the new theology and classical literature in Germany. ,The 
saying of the mendicant friars with respect to theology is true 


* ' 0 good old man ! how well in thee appears 
The constant service of the antiq^ue world, 
When service sweat for duty, not for meed I 
Thou art not for the fashion of these times, 
When none will sweat hut for promotion.* 
You Like It^ 
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also, Eoscher observes, in the region of econonaies, that Erasmns 
. laid the egg which Luther hatched. ^ Erasmus, going hack to 
the best age of classical antiquity as well as to pure Christianity,, 
proclaimed that labour *was honourable.’ Luther preached the 
same doctrine, and moreover anticipated Adam Smith’s proposi- 
tion, that labour is the measure of value. Luther’s enthusiasm 
for the increase of population illustrates the connexion of the 
economic ideas of the age with both its theology and its material 
condition, since it sprang on the one hand from antagonism to 
monastic celibacy, and on the other hand from the rapid increase 
in the means of subsistence. The chief economic influences of 
classical antiquity are classed by Eoscher under five heads. Its 
literature, being that of a high state of eivilimtion, furthered 
the rise of Q-ermany to a higher social stage. The States from 
which this literature emanated were cities, wliose example 
fostered the development of town life and economy. They 
were also highly centralized States, with the liveliest national 
spirit ; and their history and ideas could not but promote the 
development of the modern State and of national unity, as 
opposed to the mediaeval division of each nation into innu- 
merable petty groups and governments. They w^ere also either 
monarchical or democratic States, the study of which tended to 
accelerate the decline of the feudal aristocracy. Lastly, types 
of life and thought so unlike those which the medimval world 
had bequeathed could not but nurture a critical and inquiring 
spirit, which made itself felt in the eoonomio, as in other 
directions of the German mind. The only mdieations, however, 
of an independent economic literature in this period seem to 
have been the writings of Oamerarius and Agrieola on currency. 
Germany seems to have produced nothing so remarkable as the 
famous tract by W. S,, once attributed to Shakespeare, which 
the revolution in prices and the contemporary economic changes 
gave birth to in England.^ The period closes with the Thirty 
Tears’ War,’ in connexion with which Eoscher adverts to the 


^ See an Essay by the presoixl miter on the < Distnbutlon of tbePreoious Metak 
in the Sixteentli and Efineteentli Centuries/ reprinted in this volume. 
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influence on Germany, both for good and for evil, of its 
geographical position ; including among its beneficial effects a 
disposition to learn from all sides, which is. visible in the 
subsequent history of its economic ideas and literature. 

The second period in the history of German political economy, 
which covers more than a century from the Thirty Years’ War 
to the period of Frederick the Great, is called by Eoscher das 
poU%eilichcameraUstiche Zeitalter^ as being one of State regula- 
tion and fiscal science. The term ^ cameralistio,’ which makes a 
great figure in early German economics, originated (as Eoscher 
mentions in another work) in the office or chamber (Gammer), 
which in each German State was charged with the supervision 
and administration of the Grown revenues. Hence the science 
caUei cameraiistischeWissenschaft, which is perhaps best explained 
by reference to one of the two objects which Adam Smith, at 
the beginning of his account of the Mercantile system, says 
political economy, ‘ considered as a branch of the science of the 
statesman or legislator,’ has in view. It proposes, he says, to 
provide a plentiful revenue both for the State and the people. 
Cameralistic science aimed at augmenting the revenue of the 
State or the sovereign, rather than the people. Eoscher’s second 
period might, more intelligibly to English readers, be dis- 
tinguished as the Mercantile period, since one of its chief 
features was the Mercantile system, interwoven with the system 
of State regulation and finance. It is a modern error, which, 
as Eoscher remarks, is not attributable to Adam Smith, to 
ascribe to the Mercantile school the notion that money is the 
only wealth. What that school really taught was that money, 
in Locke’s words, was the most solid and substantial part of the 
moveable wealth of a country; that it had more extensive utility 
than any other kind of wealth, on account of its nniversal 
exchangeability abroad as well as at home ; and that a consider- 
able stock of the precious metals in the treasury of the State, or 
within its reach, was requisite as a provision for foreign wars* 
Money had really acquired great additional usefulness and 
importance by the change from the mediaeval to the modem 
economy, with the substitution of payments in coin for payments 
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ty an invisible band to promote an end wbiob was no part of 
bis mtention.’* Tbe process of specialization, wbieb bas diffe- 
rentiated one branch of secular knowledge after another from 
theology , bad not reached political economy in Adam Smith’s 
age, nor with many of his successors. Scientifically regarded, 
the theory of Kalthus was fatal to the assumption of a beneficent 
tendency of the natural desires of mankind, but it did not 
prevent Archbishop Whately from finding in political economy 
the strongest evidences of natural theology ; and the harmony 
of a beneficent economy of Nature with the theism of modern 
times unquestionably contributed, though often by an unper- 
eeived connexion, to the success which the political economy of 
Adam Smith and the system of laissez fa ire met with in Germany 
as well as England.t The principal merit of Adam Smith’s 
economic philosophy has been generally overlooked. He com- 
bines the historical method of Montesquieu with the theory 
of Natural Law; and although that theory, together with his 
theological system, gave a bias to his inductive study of the real 
order of social progress, he has a true title to be regarded as the 
founder of the historical method in political economy, in the 
sense at least of having been the first to apply it. In Germany,, 
it IS true, this method has been of indigenous and more recent 
growth, having been transferred from other branches of German 
histonoal science, especially in relation to law. And as Adam 
bmith’s system^ has been generally associated only with that 
portion of it which is based on Natural Law, the historical school 

0 Lerman economists have for the most part assumed an attitude 

01 antagonism to what they call Smithianismus. 

The last chapter of Eoscher’s history describes tlie tenets 
and methods of the different schools and parties whicli the 
economic and political condition of Germany on the one hand, 
and the progress of science on the other, have evolved during 
the last thirty years. Dr. Eoseher does not exclude even 
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socialism from a place in his history, his object being to portray 
all the principal phases of Q-erman thought on the subject of the 
production and distribution of wealth. Two conditions con- 
curred to stimulate economic inquiry and discussion in Germany 
in recent years : the material progress of the country in popula- 
tion, production, trade, and means of communication, presenting 
new economic phenomena and raising new problems, especially 
in relation to the working classes ; and the great contemporary 
process of the sciences of observation, especially history. 
Political causes, too, have had a share 
of economical creed. 
designated as free trader 


in producing a diversity 
Eoseher distinguishes five different groups, 

rs, socialists, reactionary conservative 

economists, officials, and the historical or ‘realistic’ school. Of 
these five groups, two, however (the ‘reactionary’ and the ‘offi- 
cial ’ economists), may be left out of consideration here- the for- 
mer as insignificant in number, and the latter as distinguishable 
only in reference to the subjects on which they write, and the 
special knowledge they bring to bear on them. We need 
concern ourselves only with the free-trade school-sometimes 
called, by way of reproach, the Manchester party— the socialists, 
or socialist-democrats [SodaMemokraten), and the realistic or 
historical school. The free traders, under the leadership of 
Irince Smith, Michaelis, and Julius Paucher, formed, some 
y^m ago, an association called the German Economic Congress 
{Volksmrthschafrncher Congress), and all German economists 
are agreed that they rendered great service to Germany by their 
^renuous exertions for industrial and commercial Hberty. 
Eoseher, too, refuses to stigmatize them with the name ‘Man- 
chester party,’ on account of their patriotism ; but he objects to 
aeir economic theory, which was that of Bastiat and the old 
nghsh kmez faire school, as too abstract, too optimist, and 
too regardless of history and reality. But many of the younger 
members are broader in their creed, and by no means opposed 
to the historical or reahstie method of economic inquiry. The 
sociahsts or social democrats, of whom Karl Marx and the late 
erdinand Lassalle may be taken as the exponents, aim both at 
?ohtical revolution and at the abolition of private property in 
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land and capital ; and Eoscher points out that they are even 
more unhistoricalin their method, and more given to misleading 
abstractions — for example, the argument that capital is accumu- 
lated labour, and labour therefore should have all its produce— 
than the extremest of the elder free traders. Signor Pozzoni 
signally errs in classing, in a recent article in this Eeview, the 
realistic German school with the socialists. The realistic school, 
which has its chief strength in the universities, is no other than 
the historical school, which Signor Pozzoni classes apart ; and 
the Association for Social PoHtics {Verein fib- Social-poUtik) 
which its members have formed, and which, by a play on words, 
led to the nickname of Katiieder-Socialisten, now includes some 
of the Economic Congress, or free-trade party, along with 
Government officials, merchants, and manufacturers, as well as 
professors and working men. The true meaning of the term 
‘realistic’ is sufficiently explained by Eoscher’s words: — ‘The 
direction of the political economy now prevailing at our univer- 
sities IS with reason called realistic. It aims at taking men as 
they really are, influenced by various and withal other than 
economic motives, and belonging to a particular nation, state 
and period of history.’ Man, in the eyes of the historical or 
realistic school is not merely ‘ an exchanging animal,’ as 

Archbishop Whately defined him, with a single unvarying 
interest. - . - _ 

— a personification of 

being such as history and smi-ounding circumstances h: 
him, with all his wants, 

mists of this school investigate the actual 
and its causes, and are not content to iufc 
wealth from the possible tendencies of • 
interest. Such a practical investigatioi 
practical fruit, but its chief i 
say what a boundless field of 
mic progress and condition of j 
Among the works wkich it kas r 
maybe mentioned Eoscber's ^Natk 
Sohmolier’] 


. removed from all tlie real conditions of time and place 
.an abstraction ; be is tbe actual liuman 

nave made, 

passions, and infirmities. Tbe econo- 
economy of society 
s.r, tile distribution of 
uiidistmbed pecuniary 
m cannot be witliout 
aim is .light. ■ And it is needless to 
instruction the study of tlie econo-* 
society on this method opens up. 
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‘ Arbeitergilden der Gegenwart/ andNasse’s well-known ‘ Essay 
on the Agricultural Community of the Middle Ages in England/ 
Nor has the historical method been unproduej;ive in England. 
A great part of the ‘ Wealth of Nations’ belongs to it ; and to 
it we owe Malthus’ ‘ Treatise on Population,’ Tooke’s ‘ History 
of Prices,’ and Thorold Eogers’ ‘History of Agriculture and 
Prices.’ Sir Henry Maine’s works on ‘ Ancient Law,’ ‘ Village 
Communities in the East and West,’ and the ‘ Early History of 
institutions,’ not only afford models of the historical method, 
but actually belong to economic as well as to legal history, and 
exemplify the nature and extent of the region of investigation 
which those English economists who are not content with barren 
abstraction have before them. 

Nothing can be more unfounded than the imputation of 
socialist or destructive tendencies which the nickname of 
Katheder-Socialisten has linked with the historical school of 
German economists. Historical philosophy has assuredly no 
revolutionary tendencies : it has been with more justice accused 
of tending to make its disciples distrustful of reforms which do 
not seem to be evolved by historical sequence and the sponta- 
neous births of time. But, as a matter of fact, a ^eat diversity 
of opinion is to be found among the economists of this school in 
Germany ; some being conservative and others liberal in their 
politics; but no revolutionary or socialist schemes have emanated 
from its most advanced Liberal rank. Their principal practical 
aims would excite little terror in England. Some legislation 
after the model of the English Eactory Laws, some system of 
arbitration for the adjustment of disputes about wages, and the 
legalization of trade-unions under certain conditions, are the 
main points in their practical programme ; and they are sup- 
ported by some of the warmest friends of the German throne 
and aristocracy. ■ 

It is impossible to praise too highly the extraordinary 
erudition, the immense industry, and the manysidedness of 
intellectual sympathy which distinguish Eoseher’s history of 
German political economy ; but we venture to suggest to him a 
revision of the brief notice which it includes of the history of 
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Englisli political economy in the last thirty years. Generous 
in the extreme in his estimate of the earlier economic literature 
of this country, he is less than just in his criticism of it in recent 
years — an injustice of which the present writer may speat 
without prejudice, being excepted along with Thornton and 
Thorold Eogers from Dr, Eoscher’s unfavourable judgment: 
one for which no other reasons are assigned than some defects 
in Mr. Mill’s system, on the one hand, which are really attribu- 
table to Mr. Mill’s predecessors, and the doctrines of a writer,* 
on the other hand, who represents no English School, and has 
no supporter among authors of economic works or professors of 
political economy in this country. In this single instance Dr. 
Eoscher has deviated from the impartiality which is one of the 
great merits of his ^History.*’ Readers interested in the historical 
study of political economy will find an excellent companion to 
Dr. Eoscher’s ^ History ’ in Dr, Karl Knies’ highly philosophical 
treatise, ^ Die Politisehe Oekonomie vom Stanclpunkte der 
geschichtlichen Methode.’ 


Mr. H. D. Maclcod. 




EOSOHEE’S ‘PEINOIPLES OE POLITICAL 
ECONOMY.’* 

M:ontalembert said he came to England from time to time to 
take a hath of liberty, and the economists of his day, in England 
as well as France, might have done weE to take a bath now and 
then of both liberty and learning in Oermany, although indus- 
trial Kfe was less free there than even in France at that time. 
It is an indication of the narrow groove in which the study of 
political economy has moved in this country imder the influence 
of the a priori method, that the first translation into English of 
one of Eoscher’s works should be that before us by Mr. Lalor, 
an^ American, who has thus done a service to literature and 
philosophy that might have been done more than twenty years 
ago by an Englishman. 

A French translation of an earHer edition of this very work 
was made in 1857— a period at which it is doubtful if there was 
an economist in the United Kingdom, besides Mr. Mill, who 
knew so much as the names of the three most eminent German 
eeonoinists then living— Eoscher, K nies, and Hildebrand. Ger- 
many is, indeed, so entirely overlooked to this day by English 
opponents of the historical method, that they speak of its 
advocates as followers, or at least admirers, of Auguste Comte. 
Ihe German historical school is, in point of fact, strangelv 
of the ‘Posiave Phil„s<.pliy ,■ » cmiom „£ 

irhioh IS, that the only Oomte referred to in tSosoher’s erudite 
pages before us is, not Auguste, but Charles, while so little 
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the price of food and lower the price of lahoxir against the* 
working-man. His own wife is generally worth more than her 
keep as a housekeeper and cook, and his children soon bring in 
more than they take out of the family till. Nevertheless,. 
Eoscher properly rejects the doctrine of a ^ wages-fnnd,^ deter- 
mining, by its proportion to the nnmber of labourers, the 
^average’ rate of wages. His arguments on the subject are,, 
however, hardly the strongest that may be advanced, and, like* 
several English writers, he ascribes the first refutation of the- 
doctrine in this country to Mr. Longa, whose essay in its original 
shape contained no real dispi*oof of the doctrine, while it was 
not itself free from fallacy. The true refutation is, that there is. 
no such mobility of capital and labour as would make all the 
sums expendible in wages practically one fund, and the actual 
rates of wages are determined by different conditions in different 
cases — for example, by competition, by combination, by mono- 
poly, and sometimes by the liberality of employers — so that the 
aggregate amount of wages is simply the sum of all the 
particular amounts, and the effect, not the cause, of the actual 
rates. Mr. Longe^s essay, like Single-speech Hamilton's 
discourse, produced an effect beyond its desert. Had Hamilton 
made a great number of good speeches they might have all been 
, forgotten, for people seldom remember much about anyone ; but 
a single oration was a surprise, and left an impression. Much 
of Mr. Longe’s criticism of Mr. Mill was erroneous. There is, 
no doubt, an element of truth in the argument put forward by 
Eoscher long before Mr. Longe, that the capital of the employer 
is not the ultimate source of wages, but only an immediate fund » 
out of which an advance is made, afterwards replaced by the 
buyers of the commodities produced. Eoscher might have 
added, indeed, that the immediate fund is often not the 
employer’s own capital, but borrowed by him on the credit his 
sales obtain for him. Yet there remains an important truth in 
Mr, Mill’s proposition, that the funds out of which wages are 
paid must generally exist before commodities are made, not to* 
say sold. The w^orkmen cannot w-ait for their wages till the 
commodities are sold ; they may never, indeed, be sold at all, . 
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and the employers may be ruined, although workmen have been 
paid their wages in full. The aecumulationj then, of capital on 
a great scale, either by employers themselves or by lenders, is 
a pre-requisite to the hire of labour on a great scale. Bosoher^s 
tone towards Mr. Mill in this work, it may be observed, is 
sometimes complimentary and sometimes rather the reverse, 
the only English economist of whom he speaks contemptuously 
in it being Mr. H. B* Macleod; though in his ‘History of 
Political Economy in Germany^ all Eioardo’s followers are 
slightingly mentioned. 

The generalisation which Eoseher makes with respect to the 
successive part played by each of the three great productive 
agencies — nature, labour, and eapital—well deserves the reader’s 
reflection. The history of the economic development of society, 
he says, divides itself into three periods. In the earliest, nature 
is the predominant element, afiording subsistence almost sponta- 
neously to a scanty population.. In the second period, human 
labour is the chief agency: handicrafts multiply, guilds are 
established, and a respectable and solid middle class is formed. 
In the third period, capital predominates, machinery prevails 
over the manual workman, and the middle class may decline, 
and colossal wealth be confronted by abject misery. One 
cannot but admit, in reference to this generalisation, that the 
disappearance of the small independent craftsman is a deplorable 
feature of our present industrial economy, even if the condition 
of the common labourer at the bottom of the scale be 
miserable now than it was under an earlier economy ; nor does 
co-operation at present hold out much hope of a remedy. 

The historical information and illustrations with which the 
pages of the book abound may interest many minds to which 
ordinary economic discussions are repulsive. It should, however, 
be known that, although a complete work in itself, Eoscher’s 
‘ Principles of Political Economy ’ forms part of a more compre- 
hensive scheme. In the preface to the first edition, its author 
announced that the ‘ Grundlagen der Nationalokonomie,’ or 
‘ Principles of Political Economy,’ as Mr.Lalor translates it, was in- 
tended as the firstpartof a complete ‘jSystemderYolkswirthsehaft,’ 
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containing three other parts. Of these, the second, ^ National- 
okonomik des Aokerbanes,’ has long since been published in 
Germany. Mr. Alfred MarshalFs lectures, and Mr. Joseph 
Nicholson’s essay on Machinery and Wages, afford evidence 
that a generation of economists is rising who can dispense 
with the aid of translation to acquaint themselves with German 
works ; but there must always be a large class of ‘readers in 
this country as well as in America who require it : and Mr. 
Lalor would enhance the obligation he has already laid them 
under by translating also the ^ Nationalokonomik des Acker- 
baues.’ It is full of historical learning relating to the history 
of landed property, and of rural economy in England as well 
as on the Continent. A fact which English economists should 
take to heart is, that the only historical treatise on the subject, 
in relation to England, accessible in the English language, was 
written by a German (Nasse, of Bonn), not an Englishman, 
and translated, not by a political economist, but by a cavalry 
officer, Colonel Ouvry. 


XII. 


LEONOE DB LAVER&NB.* 

East year one of the most remarkable Erenchmen of the age 
that has just closed — for both in England and France a new 
and more democratic age has begun— passed away almost 
without remark in this oountry, although he had peculiar 
claims to a place in the memory of Englishmen. The name 
of Leonce de Lavergne was, indeed, better known in England 
in the days of the Second Empire than during the decade 
following its collapse, notwithstanding that in the former period 
he was excluded from public life, while in the latter the curtain 
which the Empire had drawn over political genius was lifted, 
and M. de Lavergne was a considerable person in the political 
world. A younger generation, however, had grown up, and 
many Englishmen who saw the name Lavergne recur in 
accounts of French parliamentary proceedings and political 
parties, were unaware that he had lived, as it were, two previous 
lives, first, as a rising politician in the reign of Louis Philippe, 
and afterwards as a distinguished author and economist. Four 
political epochs — -the reign of Louis Philippe, the Second Ee-» 
public, the Second Empire, and the Third Republic — may be 
said to have been represented, though in different ways, in 
M. de Lavergne’s career. Two of these epochs were, indeed, 
for him periods of seclusion and, politically speaking, of 
obscurity ; yet, indirectly, they exercised a powerful influence 
over the directions of his energies and the tenor of his thoughts. 
In the preface to the first edition of his ‘ Essay on the Rural 
Economy of England’ he said: ‘ Je m’adresse surtout a oeux 
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qui/ comme moi, se sont tournes vers la vie riirale, apres avoir 
essay^ d’autres carrieres, et par degout des revolutions do notre 
temps.^ Eepug^ance alike to revolution and to despotism not 
-only turned him from politics to country life, but deeply 
coloured his views of rural economy. His whole career might 
be shown to throw an instructive light on the part that sur- 
rounding social conditions on the one hand, and individual 
powers and bent on the other, play in determining the pursuits, 
ruling ideas, and achievements of men of unusual capacity. 
But the object of this memoir is simply to lay before the reader 
some account of M. de LavergiTLe^s life, conversation, and work, 
by one who had the privilege of peculiar opportunities for 
observation. 

Louis Gabriel Leonce de Lavergne was horn at Bergerac, in 
the Department of Dordogne, in 1809, and was educated for 
the legal profession, but made literature as well as law an early 
pursuit. He was a frequent contributor to the Eevue du 
Midi,’ and in 1838 was nominated Professeur de Litterature k 
la Paoulte de Montpellier, but declined the chaii% After prac- 
tising for a short time at the Bar, he took office under M. Guizot, 
as Sous-Directeiir au Minist^re des affaires etrangeres, and won 
the entire confidence and warm friendship of his illustrious 
chief. In 1846 he was elected a member of the Chamber of 
Deputies, and was soon regarded as one of the most promising 
of the younger French statesmen. The Eevolution of 1848 sent 
him back to private life and to letters and philosophy. In 1850 
he accepted the Professorship of Eural Bconomy in the Institut 
National Agronomique but one of the first measures of the 
Imperial Government was to suppress that Institute, in order to 
deprive him, and others whose politics were obnoxious, of their 
chairs. Special missions, byway of temporary compensation, 
were offered to the deprived professors. In his zeal for the 
improvement of French agriculture, which had become his most 
engrossing object, M. de Lavergne undertook to report on 
Agricultural Credit in England and Germany. In 1861 he had 
visited the Great Exhibition and made a tour through Great 
Britain, and he came again in 1852 and 1853. In 1854 his. 
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famous ^ Essai snr rAgriculture de T Angleterre, de TBcosse, et 
•de rirlande/ was published. In 1855 he was elected member 
‘of the Institute of France. In 1857 he issued a volume entitled 
^ L’Agriculture et la Population.’ In 1860 his great work, 
< Economic Eurale de la France depuis 1789/ appeared. Two 
later works, ‘ Les Assemblees Provinciales sous Louis XVI.’ and 
•^Les Bconomistes Francais du Dis-Huitieme Siecle/ brought 
him additional celebrity. He was the author also of various 
•essays in the ‘ Eevue des Deux-Mondes ’ and the * Journal des 
Economistes/ and of contributions to the Transactions of the 
Academy of Moral and Political Sciences, which attracted much 
attention. In 1865 he was elected President of La Soci^t^ 
Oentrale de I’Agrieulture, being now looked up to on all sides 
as the highest authority in France on all subjects connected 
with rural economy. It is pleasing to find a French official 
'Concerned in the administration of the domains of the State 
speaking, in one of the Eeports of the Enqu'^te Agricole, of 
^ mon Ulustre maitre, M. de Lavergne/ at a time when it could 
little conduce to the advantage of a functionary of the Grovern- 
ment to profess admiration for an avowed adherent to the 
Orleanist party, least of all one whose writings had made him 
an object of especial disfavour in high quarters. Of the public 
career of M. de Lavergne, after the fall of the Second Empire, 
-sometliing will be said hereafter. To realise what manner of 
man he was, he should be seen and heard, as it were, in private 
life and retirement. 

The controversy carried on in England in the decade 1860- 
1870 respecting the comparative merits of la petite and la gtmide 
propriete, and la p>eUte and la grande culture, deeply interested 
M. de Lavergne, and having seen an essay of my own on the 
subject, he invited me to visit him at his country-house in the 
Department of La Oreuse, in Central France. I met him, 
however, first in Grermany, in the summer of 1868. He was 
already suffering from a gouty affection of the joints, which 
made the later years of his life a painful stimggle between mind 
and matter, and he walked with difficulty. His frame was 
large ; his face lighted by intellect and strongly expressive of 
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kindness ; liis manner, while nnaffeoted and gentle, had a 
natural dignity— one felt oneself in the company of one of the 
true upper ten thousand of the human race. There was a 
solidity of judgment, combined with a play of wit, in his con- 
versation that brought to my recollection the observation of Sir 
Thomas Overbury, nearly three centuries ago, on the character 
of the Frenchmen of that age : For the most part they are all 
imagination and no judgment ; hut those that prove solid excel/^ 
A solid Frenchman is rarer than a solid Englishman ; but when 
a Frenchman is solid, he excels now as he did in the days of Sir 
Thomas Overhury, because he adds imagination and brilliancy 
to good sense, M. de Lavergne was a thorough Frenchman,, 
but he had also sober qualities, uncommon in France. The 
infirmity of most Frenchmen is that they give way too easily to 
passion ; while the Englishman maintains his self-control, and 
has therefore time for second thoughts and circumspection. 
Lavergne had the calm of an Englishman. 

At our first meeting, M. de Lavergne spoke of his regard and 
respect for England and English institutions, adding mth a smile 
that his wife, who was present, accused him of Anglomania, and 
that he in turn charged her with Anglophobia, a charge which 
Madame de Lavergne did not repel. She was . a person of a. 
character and cast of thought unlike his ; but they were 
devotedly attached to each other and inseparable, their dif- 
ferences of opinion only making their society more interesting, 
and never bordering upon discord. Passages in Lavergne^s 
‘ Economie Eurale de FAngleterre ’ had left on my mind an 
idea that some great English landowners had been careful to 
show him the bright side of England, and of the English land 
system in particular. He replied to a hint to that effect that, 
on the contrary, he had declined invitations and letters of 
introduction in order to see things with his own eyes, but a 
curious thing had happened in one case. He had gone to see* 
a famous ducal residence and estate, and on arriving at the 
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railway station found to his surprise one of the duke’s carriages, 
waiting for him. The duke, he was told, was absent, but had 
given orders that he should be shown every atteij-tion, and taken 
wherever he wished to go. Supposing that some common friend 
had spoken of his intended visit, and that it would seem ungra- 
cious to decline, he accepted the offered civility, and saw more 
than he could have done had he been left to his own lights- 
In the end it turned out that there had been a mistake; the 
duke had given orders about a foreign visitor, and the servants- 
had taken the first foreigner they met at the station. 

It was Lavergne’s practice, when visiting any new locality, 
and one which he told me had been very useful to him in his‘ 
tours in Great Britain and Branco, with a view to a description 
of their rural scenery, to survey the surrounding country from 
some commanding height. He seemed to have the eye, at once 
of a general, a sportsman, an agricultui’al expert, and an artist,, 
seizing immediately all the main features of a landscape in every 
aspect. We were not far from the Rhine, and looking down on 
it from an eminence, he obsei^ved, one day, alluding to a passage 
in Michelet’s picture of France: ^Like Michelet, I fear to look 
at the heroic Rhine*; not, however,’ as Michelet says, ^because 
a lotus-tree grows on its banks, leading me to forget my native 
land, but because it makes a Frenchman now think of his native 
land with anxiety and apprehension. I dread a war for the 
Rhine. It would be either victory for Germany or victory 
for the Second Enipire, and it is hard to say which of the 
two would he the more injurious to France in the end. Eithex*, 
moreover, must result in a permanent increase of European 
armaments, already the curse of our age.’ 

In the autumn of the same year I was 'M. de Lavergne’s 
guest at Peymsse, on the brow of a mountain glen formed by 
the river Taurion, or Thorion, in one of the most desolate 
districte of La Oreuse, where he had, through his wife, an 
extensive though not a very profitable estate, mostly in forests, 
trom which immense quantities of wood were annually sold at 
_ Woges, chiefly for use as fuel in the manufacture of porcelain, 
n his invitation Lavergne had spoken of his residence as ' notre 
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ermitage,’ and though he did not lead quite the life of a hermit, 
since Madame de Lavergne shared his seclusion, and he had a 
household of sQrvants, no hermit could have desired a wilder 
solitude. One might wander for hours through his woods with- 
out seeing a Hving creature— unless, perhaps, a serpent, or a 
she-wolf and her young. On the desert hills in the neighbour- 
hood one nught meet a herghre tending a few lean animnX g^ 
the masculine termination, berger, was unknown. The able- 
bodied men of the department were working as masons in great 
towns, especially Paris, where the public expenditure on building 
was enormous, and almost all outdoor work was done by women. 
One day we di’ove to a village on a mountain some miles from. 
Peyrusse, where we saw a few women and children ; but not a 
human being was visible on the road or from it, going or 
returning. ‘ L’empire, c’est la pais : Solitudinem faciunt 
paeem appellant,’ said Lavergne. The pubhc expenditure in 
Paris averaged more than £30,000,000 a-year, di-aining both 
money and labour from the rural districts, while, at the same 
time, the army earned off a percentage of the rustic youth. I 
rernarked that La Creuse owed to the Empire, at any rate,' the' 
residence of Lavergne himself for a good part of the year / for 
were the Orleanist dynasty restored, his political occultltion 
W'ould cease, and he would be resident chiefly in Paris, He 
rephed that the Emperor’s policy was to make himself the only 
conspmuous figure in France, and to allow no lesser light, how- 
ever faint, to be visible. Napoleonic ambition had always been 
of the kind denounced in Bacon’s essay : ‘He that seeketh to 
be eminent among able men hath a great task, but that is ever 
good for the public. But he that plots to be the only figure 
among ciphers is the decay of a whole age.’ Lavergne added, 
however, that he had no personal reason to dislike the Empire 
for the peaceful retirement of Peyrusse had great charms hr 
him, and now more than ever, since his health had become far 
from robust. There had been a time, indeed, when his own ’ 
farm had been more than a mere amusement. During the 
scare at the Bed Spectre, conjured up to frighten the French 
nation into regarding Louis Napoleon as the saviour of society, h ■ 
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business in many parts of France had been suspended. 
Lavergne’s own wood could find no market, his tenants could 
pay only in produce which was unsaleable, an(| a property he 
had in the South remitted no income. The want, both of local 
markets and of cheap communication with distant markets, he 
continued, which resulted mainly from the monarchical system 
of concentrating the public expenditure (introduced by -Louis 
XIV., and followed under the Empire), was the principal cause 
of the perpetuation of the mediaeval tenure of metayage. The 
•soil must be made to grow, not the crops for which it might be 
best adapted, but the necessaries of life for both owner and 
-cultivator — ^who, accordingly, divided its produce in kind. 
Lavergne waged an incessant war against the Imperial finance. 
Both the excessive amount of the public expenditure and its 
unequal distribution were constantly pointed at in his works as 
the main obstacles to the economic progress of the Departments 
'of France remote from the capital. He was regarded, accordingly, 
with an evil eye at the Tuilleries as a rancorous enemy, but there 
was nothing personal in his antagonism. His motive was not 
antipathy to the Emperor, hut sympathy with the peasant, as 
the real saviour of French society. ‘ Dans toutes nos grandes 
crises historiques,^ he eloquently urged, ^ le paysan francais, si 
bien personnifle par J acques Bonhomme, a toujours fini par nous 
tlrer d’aflaire. ... Si les autres classes de la sooiete francaise, 
riches, bourgeois, artisans de villes, valaient pour leurs rfiles 
ce que Jacques Bonhomme vaut pour le sien, ce n’est pas 
TAngleterre, o’est la France qui serait depuis longtemps le 
premier peuple de runivers."^ 

Much as M. de Lavergne detested the Imperial system of 
.-government, a singularly mild temper and sweet disposition 
made him incapable of personal resentment, and he never s];)oke 
of Louis Napoleon with bitterness. "When I applied some 
-strong epithets to the perfidious Coup d’Etat and the cruelties 
that followed it, he said calmly, correcting one of my adjec- 
tives, ^ Non, il n'est pas mechant, il est grand menteur. , Voild 
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tout/ Of the falsehood pervading the administration through- 
out all its ramifications, he gave curious instances. I inquired 
about Prince t * ambassador at the court of * ^ ‘ He is- 

no more a prince than you or I,’ was the answer; ^indeed, even 
less, for it has never been proved in a court of law that I am 
not a prince, and I presume it has never been proved that you 
are not/ In reference to the Coup d’Ptat, he repeated an ex- 
pression which he had used in Germany, ^Les Anglais sont 
tres indiscrets/ and gave an instance affecting himself. On 
the very day of it (December 2, 1851), he had paid a visit at 
the house of a neighbour and political friend in Paris, where 
he met an English lady, the wife of an English author of grciat 
celebrity, herself well known in the literary and social worlds 
of both London and Paris. Everyone spoke out, as he sup- 
posed, in confidence and perfect security. To his dismay, a 
few days afterwards, he saw an account of the visit in a great 
London journal. / Oela pouvait precisement m^envqyer a 
Cayenne.’ Anyone on whom suspicion fell of being hostile to 
Louis Napoleon’s proceedings or plans was liable to be trans- 
ported to Cayenne without form of trial. In this instance, how- 
ever, M. de Lavergne appears to have been so far mistaken, that 
no breach of confidence or discretion was actually committed by 
the English lady. Her letter, as a recent reference to the file- 
of the journal in question has satisfied me, was not written 
for publication, and was cautiously expressed ; nor was there- 
reason, at the moment at which she described what had passed, 
to suppose that a mere allusion to M. de Lavergne, in such a 
way as to identify him, could expose him to danger. The- 
letter was written on the evening of December 2, when some- 
arrests of eminent persons had been made, but before any mas- 
sacres in the streets or deportations to Cayenne had taken place. 
It found its way into the ‘ Times ’ of December 6, 1851, under 
the heading ‘ The following are extracts from a lady’s letter/' 

‘ Paris, Tuesday evening, December 2. At about twenty 
minutes past one o’clock I set forth with Miss B., attended by 
my two servants on foot. Finding, however, that carriages 
passed through the Faubourg St Honore, we took a remise,. 
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'^ind drove to the honse of M. de near the Madeleine, and 
went in and foniid Madame de T. and M. d© L. M» de T. was 
gone out to confer with other memhers of the Assembly on the 
occurrences of the morning. Conseiller d^Etai^ joined 

ns, and related some facts, of which the following are the prin- 
cipal.^ [The arrests of Lamorieiere, Ohangarnier, and other 
generals, are described, and some other particulars given.] ^ At 
eleven o’clock all was hushed, and so ended a day pregnant 
with disquiet and sinister auguries which assuredly have seldom 
been better warranted, for so monstrous an exercise of brute force 
•on the part of the executive has few precedents in history/ 
Seeing this letter in the a week afterwards, when the 

streets were red with the blood of peaceful citizens, when men 
were hourly disappearing to he seen no more, and all Paris was 
•quaking, it was natural that Lavergne should have been startled 
at an allusion to himself as having been in disaifected company. 
But the writer of the letter could hardly have foreseen such 
ground for alarm. It is even possible that its publication did 
more good than harm to M, de Lavergne. The persons carried 
off to Oayeune were of inferior note, and Louis Napoleon was 
by no means desirous of raising an outcry from the English 
press. Looking at all the circumstances, there seems no reason 
for withholding the name of Mrs. Grote as the English lady of 
whom Lavergne spoke. 

This, however, was only a single instance of English indis- 
cretion in his eyes, from the French point of view. There was 
the correspondence in the English newspajpers during the Cri- 
mean war. Mr. Senior’s notes of conversations with eminent 
persons, of whom Lavergne was one, likewise appeared to him 
a highly characteristic English proceeding. But Mr. Senior’s 
notes are not j)rinted,’ I suggested. "'No,’ he replied, ‘but 
scores of people, I might say hundreds, have seen them, and 
many more have heard of them. And, doubtless, they will he 
printed. No Englishman or Englishwoman can keejo anything 
from the printing-press. It is astonishing to me that printing 
was not an English invention, and that Oaxton should have 
borrowed it from the Continent.’ On several occasions he 
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recurred, half in jest, to the English lack of reticence and dis- 
cretion in relation to printing. I told him, for instance, that I 
had visited a ferme doole near Eennes in Britanny, about which 
he had spoken to me, and on my way back to my hotel, ob- 
serving a number of women as well as men coming out of a. 
large printing establishment, had asked a question about the' 
employment of women in the business. As the foreman to. 
whom I spoke brusquely refused to answer, I explained that I 
was a professor of political economy, and therefore took an 
interest in the subject, as there had been combinations against 
women in the printing trade in London. Whereupon the 
man gesticulated furiously, snapped his fingers in my face, and 
made various other demonstrations of incredulity and hostility. 
Lavergne tranquilly observed that it must have reached Bri- 
tanny that the English were very indiscreet, above all in matters^ 
of printing. On other points he took a more favourable view 
of the English than his wife did. He considered them mild 
and gentle, ‘ Les Anglais sont tres doux.’ Madame, on the 
other hand, maintained that the roughest creature to be seen on 
the Oontinent was the British tourist, and that even in good 
society the English were unmannerly. One instance was, that 
Lord ^ whom they had invited to dinner in Paris, kej)t the 
company three-quarters of an hour waiting, and, instead of’ 
apologizing, coolly said he had been spending three charming 
quarters of an hour with the Duchesse * * *, Another English- 
man had a habit of talking of the Comte de Paris and the Duo- 
d’Aumale as ‘ Paris ’ and ^ D^Aiimale/ without titles — ^ as if 
our princes were nobodies, ^ said Madame de Lavergne. She 
added that she had seen English ladies and gentlemen crowd 
round M. Thiers in his salon, and stare at him with a grin, aa 
though he were a monkey performing tricks. Lavergne said 
he did not mean to pronounce on the manners of the English 
from an sesthetie point of view, but cm fond they were the 
best-tempered nation in Europe. He had never seen a furious 
quarrel between Englishmen, such as one might see any hour 
in the streets of a French town. Everything seemed to work 
smoothly without a hard word. The English railway porter^ 
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compared with his fellow in Germany or France, was an angel ; 
the English guard, an archangel. The liberality and courtesy 
of the Company to passengers on the North-Western Eailway 
had impressed him as one of the most remarl:able results of 
modem civilization. The gentleness of the English might be 
partly the effect of physical causes, but he attributed it chiefly 
to a happy political and civil history, . and exemption from 
oppression; the Germans of the same race being irascible and 
^ quarrelsome. The Englishman's voice was like that of a bird 
it came from the head, instead of from the seat of passion, 
Madame de Lavergne protested that the Englishwoman's voice 
was sharp and imperious, while the Frenchwoman's was soft, 
and musical. ‘ That,’ replied Lavergue, ‘ is because English- 
men are so gentle (doux) that the women have gotten a habit 
of commanding. The men are under a Queen already ; they 
are going to give the women the suffrage, and they will before 
long be under petticoat government altogether. The female 
electors will control the House of Commons.’ Madame de 
Lavergne said the female suffrage movement in England only 
showed that Englishmen were not the sensible beings her hus- 
band imagined. Women would tear each other’s eyes out in 
France, ‘ elles s’arraoheraient les yeux,’ if they got the suffrage,, 
and she believed they would do the same in England. I ven- 
tured to suggest that men as well as women were more explosive 
and demonstrative in France than in England ; the hero of a. 
Frenoh novel generally crying a great deal, whereas no man in 
an English novel ever sheds a tear. Lavergqe said the English 
were in his opinion certainly more stoical than the Frenoh, but 
he supposed his wife would retort that a Red Indian never weeps. 
In Campbell’s ‘ Gertrude of Wyoming,’ he added, the Christian 
hero melts into tears, the savage may not give way to them’. 
Although he did not speak English, Lavergne knew the older 
English poets and novelists well, and in his essay on * English 
Rural Economy’ has eloquently traced the influences of the 
love of rural life on the* part of the upper classes in England 
upon English literature. The breath of the country, he there 
observes, is almost always felt in the English poem or romance 
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«f the eighteenth century, while in Voltaire’s ‘ Henriade ’ there 
is not SO miicli as grass for the horses, 

M. de Layergne was a very early riser, and at his desk or 
his books at fiye in the morning, although I did not see him 
until breakfast at ten ; after which, when his health and powers 
of locomotion permitted, he walked or drove in a pony-oariiage 
about his demesne and visited his farm. He grew a great 
variety of plants, not with a view to profit, but to show what 
could be done by scientific culture in so barren a region. He 
held that even granite, of which the soil of La Creuse is mainly 
formed, might be made to produce anything by adding other 
constituents, and undertook to demonstrate it by experiment. 
The practical question, however, as he well knew, remained 
whether such farming would pay. That, he argued, depended 
on communication and markets. Accordingly, he had made 
earnest and not unsuccessful exertions to improve the roads of 
the Department. Beyond giving general directions, he did 
Dot, however, seem to interfere much in the working of his 
farm ; but Madame de Lavergne was not too fine or too Parisian 
■a lady to derive amusement from a daily inspection of what 
was going on. Both husband and wife had that faculty of 
being easily amused which seems to distinguish the Latin from 
the Teutonic nations, and which saves the former from ever 

feeling bored. One day Lavergne picked up a bor/ere’s horn 
and proceeded to blow the sheep and cattle calls with o^reat 
zeal ,• Madame de Lavergne applauding the performance, which 
lasted about twenty minutes : ‘ C’est qa ; c’est 5a.’ Broad and 
cosmopolitan as his ideas generally were on large subjects, on 
minor matters they were purely French. He told me more 
than once, as an amazing instance of the oddity of English 

nto the Cafe Anglais at Pans and order nothing but cold meat 
for lunch, without wine. And he could not get over his Is- 
tonishment at Lord * » * having asked him to breakfast and 

toTn F Mm* quite as odd as it would 

Englishman to be offered only tea and coffee to drink at 

■a inner-party. Madame de Lavergne was d^voie, and went 
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on Sundays and Saints’ days to a distant churoli; butLavergne 
himself, at least during my visits, remained at home, having, it 
may he, the excuse of an invalid : yet, in subsequent years^ 
when in more infirm health, he took an active part in the pro- 
ceedings of the Assemblee Nationale. Politically and socially 
he was friendly to the Church, but his theological opinions 
were inscrutable to me. I told him one Sunday, while Madame 
was at Mass, how a great man in England, when someone 
wondered that so firm a supporter of the Church was never to 
be seen inside of one, replied that the buttresses of a churoh 
were generally outside. Lavergne smiled, and said every edifice 
must have an exterior as well as an interior, and sometimes the 
exterior was the more. important of the two. The strength of 
a palace or a throne depended, not on the number of persons 
who went to Court, but on the sentiments of the people outside 
who never went. 

On my way back to Peyrusse, in the autumn of the follow- 
ing year (1869), the distance at which its owner lived from his 
nearest neighbour, and the unbroken solitude of Ms forests, 
received a curious illustration. In a railway carriage between 
Montlucon and Gueret, the chief town of La Oreuse, I found 
myself the object of much surprise and curiosity on the part of 
a country gentleman of the Department, who said he had rarely 
seen even a Erenchman from another part of Prance in it, 
unless a commercial traveller, and a foreigner never before. 
In the course of conversation, I inquired whether there were 
wolves in his neighbourhood. ‘ Wolves ! ’ he replied ; ‘ there are 
none in La Cretise.’ On my stating that I had myself seen 
some the year before, he said he had lived fourteen years in the 
Department since his father’s death, and never had heard of a 
wolf. Where did I imagine I had seen them ? ‘ At Peyrusse.’ 
‘Peyrusse ! ’ was the rejoinder. ‘ Why, that is ME. de Lavergne’s 
place, and he is my nearest neighbour.’ I could only retort 
that I had been M. de Lavergne’s guest the year before; that I 
had first heard of the existence of wolves in his woods from 
himself; had next been shown one by his steward, and after- 
wards on several occasions had come upon a die- wolf and her 
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family. On tlie very day on wliicli I left Peyrusse M, de 
Lavergne had pointed to one near his hall-door, and I was now 
going back to Peyrusse, and expected to see another before long* 
Whereupon my fellow-traveller altered his tone, saying that 
even nearest neighbours were far apart in La Oreuse, and he 
lived many miles from Peyrusse, and had never been in its 
forests, which were so extensive, and might contain things not 
to be found in his own small woods. At midnight we reached 
Gueret, where the simple honesty of the people, which was one 
of the attractions of this desert Department in Lavergne’s eyes, 
was exemplified. I had written from Pontarlxer to an innkeeper 
whose name I found in a Directory, to bespeak a room. At the 
station, late as it was, he met me himself, to explain that his 
aiibergeyf^s a very humble one, and that he had accordingly 
ordered a room for me in the principal hotel, and told the con- 
ductor of its omnibus to take charge of my luggage. It seemed 
to me that the poorer the man was the more important it was 
to him to secure a visitor, and I begged to be allowed to adhere 
to my original plan. But he was inexorable. Much, he politely 
said, as he would like to have such a guest, he would be ashamed 
to take advantage of a mistake on the i^art of a foreigner. 
Lavergne, when I told him the story, was much pleased, and, 
as will be subsequently seen, did not forget it. 

When I repeated to him my conversation with his ^nearest 
neighbour,^ he. said his steward had killed a wolf only that 
morning, on account of the loss of two iambs, though it was not 
his custom to wage war against animals that \vere not numerous . 
enough to do much harm, and were interesting objects in so 
lonely a place. He added : ‘You have seen things in La Creuse 
that my neighbour, who lives in it, has never seen. But I dare 
say, were he to go to London, he might sea things that you have 
never beheld/ I told him I had been, lately for some days at 
Ornans, in the Departement du Doubs, which detractors of 
la 2^etite i^ropriete w'ere recommended in his ‘ Economie Eurale 
de la France ’ to visit and be converted. I said I doubted 
whether the people there would look much about them in 
London: at least, at Ornans they seemed never to think of 
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^mything beyond tlie little world in wHob. they lived, Tbe 
wife of one wealthy small landowner, with whose family I be- 
came acquainted, had told me she had never been in Swit2:erland, 
though she often went to Pontarlier, on its bbrder, to shop, 
adding : ‘ Tour countrymen go much to Switzerland, do they 
not ? But, then, England is nearer to Switzerland* than France 
is.’ Her husband showed no surprise, and quietly remarked: 
"^Hon; I’Angleterre c’est plus loin,’ Lavergne said, la petite 
^TopniU certainly did not teach geography ,* on the other hand, 
an English agricultural labourer might know as little about 
France as the wife of a small proprietor at Ornans did about 
England, without the compensation of living in a little paradise 
•of his own. Englishmen of a higher class, he continued, seemed 
generally to know only Paris, not Prance. Passages from his 
own works were cited on opposite sides, for and against large 
and small property, and large and small farms, in a way that 
showed the controversialists had looked only at boohs, or they 
would understand him better. ^ After reading one of these 
controversies,’ he continued, ‘ J feel like the poor man with an 
old and a young wife, one of whom pulled out the black and the 
other tlie grey hairs from his head. I seem to he left hare, 
without any definite ojpinion, yet I have expressed very plainly 
a conviction that there are places to which each system is best 
adapted ; hut that, on the whole, the best cultivated parts of 
France are those where small properties and small farms prevail. 
What I have sought is to persuade our large proprietors to 
cultivate their estates as large estates are cultivated in England, 
and to take the same interest in country life that the English 
nobility and gentry do.’ 

We spoke one day of the famous fortress of Phalshurg, which 
I had lately visited, and where I had a narrow escape of being 
shot by a French sentry for attempting to take a sketch— one 
which two years afterwards I finished unheeded under the eyes 
of Herman soldiers. Lavergne said it was impossible to say 
how soon Phalshurg might not have to stand another siege; 
the only safeguard against a war with Germany was that the 
French army was absolutely unprepared for it, and the Emperor 
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himself physzoally incapable of any great exertion. The ■ Em 
peror, he said, wm perfectly aware that systematic peculation 
went 0^ erery department of the administration, mitary and 
0 vil, and that he was himself daily robbed in his houslTd 
regarded it^with apathy and cynical indifference* ‘II 
prise tout— meme Targent.’ After a duration of nearlr 
twenty years, Lavergne continued, the Empire would be in 
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Lavergne’s conversation in 1869, and the facts he related 
•with respect to the incapacity of the Imperial administration, 
the torpor and debility of Louis Napoleon, and the discredit 
into which he had fallen, left a full conviction on my mind that 
the Emperor could not maintain his position for twelve months 
longer, and would be driven to some rash and unsuccessful 
attempt to recover prestige and power. Of all the schemes 
open to him he chose the worst. After Sedan, Lavergne wrote 
repeatedly to me from the south of France, saying that it was 
the interest as well as the duty of England to come to the rescue 
of France ; referring to Arthur Young’s words in a remarkable 
passage to which he had himself, ten years earlier, drawn atten- 
tion in his Introduction to Lesage’s French translation of 
Young’s ‘ Travels in France : ’ ‘ Suppose the Grerman flag to 
float over Paris. Where is the security of the rest of Europe ? 
Have we forgotten the partition of Poland ? Were France in 
real danger, it would be the duty and interest of its neighbours 
to come to its rescue.’* When, more than a year later, I saw 
Lavergne again, he spoke with a bitterness unusual with him of 
a want of feeling, as well as of political sagacity, shown by 
England, which he had always admired and esteemed. At 
length I observed that I had myself seen enough to assure me 
that some of his own countrymen took less to heart the loss of 
territory France had suffered than some of mine did. He asked 
for an instance. One was a recent one. When on the way 
to see Phalshurg again, after the long siege it had sustained, I 
found myself in company with a French party, in a railway 
carriage from Strashurg to Liiteelburg, and in the omnibus 
thence to the place of our destination. They chatted gaily on 
other subjects until we came close to the drawbridge of the 
battered and dismantled fortress, when both ladies and gentle- 
men burst into a flood of tears. But no sooner had we crossed 
the bridge, and passed through the Porte d^Alhmagne into the 
old town, than all faces brightened, and the party set off to 
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that deiaboratio institutions tended to benefit mankind, so far as 
their matenal wlfare was ooncerned. As ho laid stress on the 
word/ material^*^ I asked wliothei^ iu his heart Tocquoville liked 
or disliked democracy* Ml la ddtestait/ was the omphetio 
answer. But I/a7ei'gne added, that it was in reference to an 
aesthetic or iritelleotual standard that Tocq^neTille in his inmost 
soul regarded it with repugnance* ^ "Who in the next oentuiy,^ 
he had said, ^wiU execute a really great work of art for a 
multitude interested only in buying in the cheapest and selling 
in the dearest market ? Who will spend years on a book for a 
nation which roads only cheap newspapers ? Book-making will 
become, like everything else, a mere trado*^ 

Soon after this conversation Lavergne published a letter on 
nuiversal siiflrage in relation to socialism which attracted much 
attention in both the political and the economic world, and 
which has its importance still for English readers : who should 
bear in mind, however, that it was written in a country iu which 
propex'ty, as well as political power, is widely diilttSGd. \ Oertes, ; 
je n’ai pas eWsire rav^nement du suffrage tihiversel ; jo I’ai vu, 
au contraire, arriver aveo inquietude, mais depuis vhigt ans 
quhl fonctionue, j^al aj^pris A le mbins redouter. d^ai ^te 
surtout frapp^ d© eette coiuoidenoe quo du moment oil il a ete 
institue, 16 sooiaiismo a conimencd A d^elinez'. O^ost sous Tempiro 
du suffrage restreint quo los utopies sooialistes se aont d(5Yeloppees 
et out pris de grandes proportions, Je no puis m'emp^cher 
d^attribuer aiv suffrage universei une action queloonque sur o© 
changoment. On oomprend qu’en effet les faiseurs do systemes 
subvorsifs se f orment uue arme du suffrage luiiversel pour „ 
s^duire les ignorants. Si Ton no met pas nos theories, eu 
pratique, peuvontdls dire, o^est qu© le pouvoir ©st ontro les mains 
d^une minority iuteress^e k les (itoufier/ Oe Ian gaga perd 
beauooup de sa force apparento aveb le suffrage umyersel. 
Depuis quo tout le mondo vote, pourquoi los bases de la sooi<?ttS 
n’out-elles pas changi? ? Los olasaos les plus nombreuses sonfe 
devonuGs los plus puissahtosi poiirquoit n-ont-elles^^^^ri^^ fait ? 
G'est qu’appainmnient il n*y a rion & faUnv^ L sooialisme esfc 
mis au pied du iuur j d6s quWle sorre de pres il sMvahouit.^ •> 
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We took long driYOs about Bourbpule, but Lavergno ooulcl 
^itli dffflolilty walk a hundred yards, leaning on two supporters, 
Oae morning he oomplaiaed of fatigue, and eai^ he should not 
attempt to walk that day> > You would bo less tired to-day, 
sir, if you had walked more yesterday,^ said hia valet — to whom 
in that respect ho was no boro — ‘ and you will be more tired 
to-moiTOw if you don’t walk to-day,’ In fact, Lavergne was 
capable of any exertion that his bodily powers permitted for a 
public object, but was not easily persuaded to take irksome 
exercise only for the sake of health. Before dinner I found him 
seated on a bench in front of the hotel, where I had left hint at 
eleven, o’clock, ^ The spirit was willmg, but the flesh was weak,’ 
he observed, alluding to his servant’s advice. Ho liked to be 
told all that one saw and did, and a little incident ooimeoted 
with my departure interested him considerably. As the diligenoe 
from plermont-^errand to Bourbbule started at an inconvenient 
horn, I had. hired a carriage, and LaVergne suggested th at I 
might find someone at Mont jDbre, another watering-pIacG a 
foW; miles distant, toi join me in a carriage back— an 
arrangenlGiit which was easily effected. But to get to Moat 
Hore in the customary carriage and pair was a matter of ten 
francs, besides a so I stipulated for a minre d un 

chevalhv six francs, for that part of the journey. After some 
l^arley I was promised b. petite miture d phasse. When this 
arrangement was reported to Lavergne, he said it was as hard 
to change the customs of a French watering-place as to reform 
the l^Dglisli land laws. Were an English visitor scon in; a 
voiture d tm c/ievdl it might become the mode, which was not 
foiv the interest of the dealers. So ho imagined something 
would happen to prevout the petite witure d eJmse ixom 
'Conveying me to Mont Bore. The following morning, at the 
appointed time, a cariiage and pair came to the door. The very 
man who had struck the bargain; with iho whs on the box, and - 
■cxjflained simply that he thought a two-homed carriage to 
hf Vplus convenablo h mo^siem^^ ' Eaver^ two fingers 

49ignifloantly iroiu a windo w as I drove by. ^ The day before I 
deft Bourboule, he remarked evidently with a practical purpose, 
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that tlie scrapulous honesty which the innkeeper at Giuei’et had 
displayed could hardly be expeoted at a hotel in a iashionable 
watering-place,, hut it was a duty which every visitor owed to- 
others to object to any overohavge— -a duty often neglected, 
from false shame. 

In the folloAving year (1875) M. de Lavergno was elected by 
the Assemblee National© an iiTomovable member of the hew 
Senate, and for three years, in spite of bodily helplessness and 
much suffering, continued to taka a part in public affairs. Be- 
fore bis own end oamo be lost bis beloved ndfe, and during bis- 
last months ho was afflicted with a nervous disorder which, he 
wrote to me, left him no rest day or night. ‘ II fait dos sauts,’’ 
said his servant, describing this tormenting afleotion. At length- 
one of the noblest hearts in i’rance ceased to heat. Ldonoe do , 
Lavergne became only a name, but one which neither Ifi’ahce 
nor England ought to let die. The pi'esent Erenoh Constitu- 
tion was in part his work ; but bo has loft another, and perhaps, 
a more lasting monument, in his work as an author, ./ 

M. do Lavergno'S chief literary produotions are undoubtedly ■: 
his books on the rural economy of England and Eranco. The- 
main problem in respect of the former was to aooount fox the . 
superior prpduetivoness of English agriculture ; and ho applied: 
to it what is now called the historical motliod. It does not 


appear that he thought of applying a novel method; but his 
sagacity led him to inyostigato every subject induotively-^that 
is to say, in connexion with history and suiTounding obndifcionp.. 
The superiority of England had not always existed. In the 
reigns of Henry IV. of Fraiiee and James I. of England, Ei'anCe- 


was foremost in agriculture, as in other arts. But after the 
middle of the sevonteenth century England steadily advanced . 
■under free institutions, while Eranco retrogradednnder monarob- 
ical tyranny and miagovermnent until its peasantry sank into ' ' ; 
the destitution and misoiy described by La Bruyere and „ „ 
E’Argenson. In-vestigating fether the onuses at work on the 
side of England in his own age, Lavergne laid obief stress upon ; 

three V first, the love of country life felt by the opulent olnssesj; ’ ";’. 
leading to the application of wealth and enterpriso to thb» ; 
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improvemont of the soil, while in 3?ranc6 the loye of the 
pleasures and exoitement of cities caused a constant drain on 
the country; seoondly, the free and orderly spirit, of the English 
people and of their institutions, and the consequent exemption 
of the island from both military despotism and* violent revolu* 
tions ; thirdly, the immense market for agricultural produce 
afforded by the development of English manufactures and 
commerce. Lavergne wrote Hs / Essai mx rEoonomio Euvalo 
de I’Angleterre/ as Tacitus wrote the ^ G-ormauia,^ faithful in 
description of Teutonic manners and institutions; but with a 
politioal and sooial moral in view, and one eye always on his 
own country. He took for his motto the maxim of -Hontosquiou, 

^ Les pays no sont pas oultiv^s en raison de leur feitiht6, niais 
en raison do lour : libo^t4.^ The Imporialist party in Eraneo 
olaimod for the Second Empire the oredit of all the prosperity 
due to science, steam, : Galif ornian and Australian gold, and : the • 
general progress of the age. The zealous advooato of opnstitu- ; 
tional; and parliamentary government, on the other hand, was 
disinclined to admih that Erano^ had made any real advance 
under the false splendoirr of a profligate and corrupting 
despotism, Hence Lavergue looked at the rural economy of 
England with somewhat partial eyes. Ho ignored, or at least 
left in the background, the fact that English institutions and 
history had developed a love of rural life and agriculture among 
only a small minority of the nation. A further reflection j which 
should not be omitted, is that since Lavergne’s famous essay, 
was written a oritioal juncture has heen reached, at wHbh the 
influence of the expansion of the British market for agricultui'al 
produce on British agriculture cannot be dearly foreseen. 
Eavergne looked ohiefly to one side of the market, the side of 
demand ; while; the other side, that of sup)ply, is now foremost 
in importanoe. The question at present ; is, ■ whether British 
agriculturG can compete in the British market itself with the 
foreign supidy. This, Lavergne woidd^^ 
question which opnoeruis landlords ratheiv than te : 

qiie la route baisse en propoiiion G^^^^ bhisse des prh^, le oultL 
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vatGiir proprement difc est & peu prSs d^3int^rGS8<5/* Tettlie 
Anal result may be not alfcogetber in harmony 'wltb Layergne’s 
views. IBs bistorioal and inductive method of investigation 
will, however, always remain proof against criticism. In the 
application of this method he was entirely originaL The 
Ifrenoh statesmen and economists of his ago knew nothing of 
their great countryman, Auguste Oomte ; and Lavergno was as 
unacquainted with German political economy as with the positive 
pliilosophy. The only German economist, indeed, whoso name 
was known twenty years ago in either England or Eraupe, 
Professor Eau, had followed tho old paths, and thrown no new 
light on the method of eoonomio science. 

Lavergne^s work on the rural economy of Franco is in like 
manner an elaborato application of tho iuduotivo, historical 
method. At a time when economists were acoustomod to speak 
of every coxmtry in the lump, and to occupy themselves with 
generalities and abstractions — such as the wages fund, tho 
average rate of wages, the equality of profits — Lavergne dC’* 
eoribod the actual economy of Prauoo in terms before which 
these crude foimiulas crumble to pieces. Instead, for example,: 
of ^ generalizing the facts of wages,’ ho showed that the 
(Ufferencos in local rates in France were so great that Vthe 
differences resulting from differeuoos of social position were 
nothing in compoiusQu with those resulting from inequalitiGs of 
wages.’ If the average consumption of meat per head in Paris 
was ten times as gi^eat in Baris as in Lr Oreuse, it was not 
because Paris had some thousand rich inhabitants, while La 
Orcuso had only a sprinkling of country gentlemou of small 
fortune, but beoaiise a working-man could earn on an average 
ten times as much in the capital as in a remote rural dej^aitment.f 
^Tinder an ai> 2 mreut unifoi'mity,’ Lavergne says, at the outset 
of his treatise, ^ France is nothing less than an epitome of 
Europe and almost of the world. Shall wo speak first of 
climate ? Nothing oan be less alike than the Departemenfc du 


: * J^ssfii mr jtur, de r^nghierre^ 4th Cd., p, 109. 
, t JHoQiu ik h immcy 4 mo Pt 411. . 
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Nord, wticH forms one extremity of this vast territory, and the 
di, which forms the opposite extremity, 

, , M geological constitution p The mountains of 

the east, the centre, and the south, widely diffenng from eaoh 
0 Qif 0 ^imestone, granite, and voloanio formation respeotivoly, 
have nothing in common with the plains at their feet, and 
which present in tum innumerable diversities, Shall we study 
moral and political facts ? Eveiy province has its history, 
^ 11,*^ powerfully acted on its economio develoiunent ; and 

since ey beoame subject to tbo same laws, these laws have 
had a special i^uenco over each. Do we come to systems of 

^ ^ every oultivatioii, every system 

of working the soil, all degrees in the scale from the extremest 
poverty to the greatest rural riohes. One department is fifty 
^imes richer than another depai-tment— one canton a hundred 
times rioher than another canton.’* 

, ‘Mon illustinmaltre,’ the title given to L^onoe deLavergne 
by a Drenoh offloial under the Second Empmo, is one wMch 

economy ought to 

feeldisposed to accord. The illustrious master of rural economy • 

wa? also a statesman of first-rate capacity, an accomplished man 

letters, a ohoimmg member of society, and all this under 

dilfioulties and sufferings tasking heroic fortitude to the utter- 
most,- ■ 


* J^cofh Mur, de ia 4mo ed., pjp, 5D, GO, 







XIIL 

POLITICAL ECONOMY IN THE UNITED 
STATES* 

The readers who would concern theraselres much about the 
political economy of a foreign country, in order simply to hnow 
what dooti'ines on the subject are taught in its text-boots and 
colleges, are probably few. But when the inquiry is found to 
iiiolude one into the injluonco of physical geography, history, 
institutions, moral and religious ideas ou ecoaomio theory, the 
ouriosity of a class may be excited whoso interest in the con- 
trovereios of economists on their oum account is but faint. A 
wider claim, to attentiqn will be established, should it appear , 
that we are engaged in the study notmerely of a chapter in the 
intelleotual liistory of the TTnited States, but of one wbiqh 
oluoidates some of the causes determining the directions of the 
mental energies of nations, their success or failure in various . 
branches of culture, and their fundamental ideas and methods 
in philosophy. The investigation may lilcowiso help to verify 
some dootrines generally accepted in England ns economic laws, 
and to ascertain how far they possess the universality or inde- 
pendenoe of time and place risually attributed to them, or need ' 
to be conditioned and qualiflocl, if not abandoned. 

Ameriea—as for ehoi'tness we may sometimes call tlio United 
States, thoTigh Canada aud South America are not included in. / 
the present inquiry— is the country above all others to which, 
we might naturally look for original and considerahlo contribii;- ' - 
tions to tho science of wealth thi’owgh the inductive study of ’ 

' October lat, 1880. , 
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■Bew fttots. Tho dwersity of some of tlve economic phenomena 
of thia new world from those of the old; the unpai’alleled 
rapidity of its material progress, and the novel conditions, 
physical and political, under which it has taken place; the 
freedom from the limitations by which the populations of 
European countries are restricted; the absence of monarchy, 
aristocracy, and the military element, and of the peculiar 
•direction which they give to prodnetion and distribution, seem 
to open a most promising field of observation. Nor would it 
seem unreasonable to expect that in n country the most im- 
portant part of whose economic development has taken place 
within living memory, some important discoveries might have 
been reached with respect to the laws of social evolution under 
which this gigantic growth has been attained. It will presently 
be seen that American political economy does ideally exhibit 
some distinotivo features closely connected with the physical 
<!haraot6r of the in which it has taken shape, and with 

the diversity of the material condition of its populatioh from 
that of any society of the Old World. Yet in Amerioa itself, 
if we except recent jCalifomian writer, whose claims will be 
■ examined, none but the disciples of Mr. Carey would pretend 
that any considerable disoovofies have been made in relation to 
the natural laws of the pi*oduotion and distribution of wealth, 
or ■ that ' any great addition has been made to the stock of 
poonomic knowledge- With exceptions and qualifications that 
; will be pointed out; Amencanp»olitieal economy is in the main 
•an importation from Eurojie, not an original, doyelopmont; it 
Ihas made biit slight induotivo study of purrounding plionomena, 
and follows, for tlie most part, the method of deduction from, 
general assumptions ; it has hardly attempted to investigato 
tlie laws of evolution of which the present economic striioture 
and state of Ainerican society ore the outcome. : In 1876 the , 
‘ North American lleview ’ celebrated the centehaiy of the 
declaration of Independence by a number iof dxceUont; essays 
on. the progress of the, Ainerican . miud during tlie century in, 
several directions. : In one of these, on ‘ Eoohoihio Soienoe in 
Amerioa, 1776-1876,’ Mr, 0. E. Dunbar, now Professor of 
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Political Economy in Harvard College, wliile admitting the- 
value of some diseertations on speoial snhjeots, summed up the- 
history of Amorioan politioal economy for a hundred yeai’s in 
the sentence that ‘ the United States had done nothing towards 
developing the theory of political eoonoroy, notwithstanding 
their vast and immediate interest in its praotical appUoation,* 
iCho qnalities displayed in Mr. Dunbar’s own essay aflord an 
indication that, if his country has done little for tlie advance- 
nient of his branch of philosophy, it has not been for want of 
intellectual poww, and the works of several of his countrymen 
in the same field support the conclusion. It is worth notioe 
that practical jurisprudence has long engaged the American 
intellect with success. Even Eranklin seems never to have 
mastered the elements of eoonomio science ; hut before the 
Deolamtion of Independence, Edmund Burke lind noticed the 
bent of the colonists’ mind towax’ds the study of law. ‘In no 
country in the world,’ ho said, in 1775, ‘ is the law so general a 
study. All who road — and most do road-~endeavour to obtain 
a smattering in that soienee.’ Mr. John Stuart Mill, happening, 
to be asked in conversation by the present writer how he ao- 
coiinted for the Greeks doing nothing in jurisprudence when 
the Eomaus did so much, answered that ‘ the question always 
to be asked was how a people came to do anything ? Their 
doing nothing was easily accounted for,’ Like everything 
Mr, Mill said j the remark wag sagacious and instructive. FIs 
inertia!^ routine, the ohataolos within and without every man to 
original intelleotvial efforts and to their success, account for 
muoh hoing left undone, even by nations possessed of the 
highest faculties. Yet, in refei'enoe to the slight progress of 
political economy in Amorloa, at least down to the last iiftoen- 
yeara, We shall do well not to rest satisfied with the exifiauation 
that no explanation is noededv 

Mr. Berry, in a olmptor in his ‘ Elements of Political 
Economy,’ on the history of the soienee, speaks of the ohoum-* 
stances of the United States as haying been favourable from 
the beginning to the cultivation of economio studies, alluding 
to the resittauce to restrictioEB on trade in which the Eevolutioa" 
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■began, the various ej^ierimonts in ourrenoy, the disousslona 
excited by tariff after tariff, and the attention direoted to the 
new gold mineSi ' Tet the reader will, we beljeve^ incline to the 
opposite conoluaion, that, down at least to the close of the war 
between the iTorthonv and Sonthem States, the oiroumstances 
of the oountry were unfavourable to the oultivation of eoonomio 
soience. The most conspionous of the oauses that have with- 
drawn the A m erioan mind from it may be classed under the 
head of physical geography, inoluding the natural resom-oes of 
the Continent, its facilities for internal oommeroo and migration, 
and its separation, on the other hand, by two oceans ftom some 
of the gravest troubles of the Old Worid. ‘Cive me,’ said 
Cousin in his ‘ Lectures on the History of Modern Philosophy,* 

‘ the map of a oountry, its oonfiguration, its climate, its waters, 
its winds, its natural produotions, its botany, its zoology, all its 
physical geography, and I pledge myself to tell you what will 
he the man. of that oountry, and what place that oountry will 
booupy in history/ Had M Cousin been given only the map 
. and physical geograiihy of North America, it might have 
puzzled him to say what would be the man of that continent — 
whether a Eed Indian or a Taniee, as the red man pronounced 
the Fi'enoh name of the Englishman; and what place that 
continent would occupy in history — ^whether a place such as 
it occupied before the ago of Columbus, or such as it occupies 
now. Yet the element on which M. Cousin laid excessive 
rhetorical emphasis has in reality acted with a potency needing 
no exaggeration. An English writer’, as pi’one to sweeping 
generalization as M. Cousin, has referred to America in illus- 
tration of a distinction between Eui’ope as tho quarter of the 
globe in whioh man is stronger than, nature, and the other 
quartei'B in which man is overpowered and reduced, to insig- 
nificance by the forces of the external worM, Mr. Biiokle 
seems, however, to have had in view only the tropical regions 
of the New 'World, where nature, doubtless, is more exuberant, 
and man less ©nergeiio and enterprising, than in its temperate ' 
'zone. In the latter, man’s enrironmeht has exeroised an in- 
fluenoe of the highest importance in relation to 'the in ; 






tefore os ; but it lias don© so, not by overpoVering and crush- ' 
itig, but by stimulating and developing bis energies. It has ‘ 
not, however, exercised his faculties equally in all divections. ;f| 
One of the Conditions governing thronghont the world the ' ,i 
oco'upation and conquests of the human intellect is, that the 
greater part of the mental power of every people is engaged in ' ’ 
the prnotioal business of life, and only a small surplus is any- 
where available, for the cultivation of science and letters. But 

two opposite kinds of physical environment tend to restrict, in . "■ 
more than an ordinary degree, the higher ranges of intellectual -'i 
development. Extraordinary affluence and extraordmai'y bar- '1; 
renuess of natural resoxiroes have one and the same tendency 
to absorb in the pursuit of material W'elfavo the energies of a 
eommunity. In Lapland and Oreenland man’s whole strength v.'f: 
has been engrossed in supidying his first animal wants. In , % 

the United States his activity lias heon prodigious and many- :• 

sided, yet the stock of intellectual power available for achieve- • ’ 
meuts of a high order boa been small. Prodtiotiou, accumulation., •i 
exchange, and consumption, have gone on ripon the grandest 
sonlo, but they have engaged philosopbical observation upon a ■ . f j 
comparatively insignifloant scalo, - 

M. de Tooquerillo, in hia inquiry into the movement of , | 
American, iiitellept, observes that lie regards the pooplo of tho , 
United States as the part of the English people oharged with " . ' 
the mission of subduing a now world, while the rest of the 
nation, possessing moro leisure and loss occupied with the 
material cares of Kfo, is able to devote itself to thought and the . \ 
development of the spiritual life of humanity. The observa- 
tion is apidicable to political economy in common with other , 
branches of soiontific and literary culture j hut there are eir- 
cumstancea that have had a special tendency to repress in- 
, tclleotual effort and originality in the dheotion of economic • r; I 
1 inquiry. The very causes that wore adverted to at the outset, - rj 
as opening a now field for the economist to explore, havh not , . 
only tended, in fact, to turn the national mind in other direo- . 
tions, and absorbed it in the actual acquisition of wealth instead, , .?i| 
: of theorising about it, but have prevented tho, conditions whioh ; 
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in Europe chiefly oontributod to fasten attention on eoonomio 
eiibjects from arising. The problems relating to wealth that 
have most urgently demanded solution in the Old World have 
•either never emerged or have assumed oomparativoly little im- 
portanoo in America down to recent years. Without sickness, 
wounds, and pain^ there would have been no ijhysiology, 
pathology, or soienoe of medioiue. It was the distressed con^ 
dition of Emope in the last century that gave birth to its 
-eoonomio philosophy. Uiiesnay’s motto was, Ptmprcn pmjMm^y 
pmivre roymtme ; pamn Toyaxme^ pamro roi Adam Smitlr 
wrote in a better governed and more prosperous kingdom, and 
after a generation of unusual plenty ; yet his inquiry into the 
causes of the wealth of nations arose out of thoir general poverty 
thim-ighout history and in his own time. The faot that the 
majority of the population of the whole world stood always on 
ithe verge of destitution produced the doctrines of Malthus. 
The free trade ppntrpversy in England grew out of dear bread, 
depressed trade, low wages, and low profits ; and it gave political 
veopnomy most of its importance in English estimation during 
the lasjt generation. Had Great Britain been as laa^go, as fertile, 
and as undorpoopled as the TJnited States, Mr. Mill might have 
made a fortune in a counting-house instead of a reputation as 
a political economist. Amerioa owes doubtless in part to its 
institutions its exemption from the necessity of attempting a 
solution of the chief economic problems that have ooouiiled 
philosophers in Europe. The great -writer on American de- 
-mooraoy, however, seems' to go too far in attributing mainly 
to, it the passion for material welfare and the eagerness and 
-euterpriso with which riolies are sought in the United States.* 
In the most demooratio cantons of Switzerland life has been 
for oenturies calm and tranquil enough. It is to the immense 
prizes tliat nature offers, rather than to the equality of the con.- 
ditions of the race, that the, ardour of the oompetitora in the 
United Sbtes is to bo ascribed. If demooratip ihstitutions be 
compared with monarohio or aristooratio, abundant i>roof will, 

* Do Toequovillo, De la Mmocraiio m iii. 2b8-U. 
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it ia true, te found of the superior tendenoy of tlio first tO' 
diffuse material prosperity tlirougliout the mess of the people. 
Sivitzeriond i§, in all its physical conditions, the antithesis to- 
America; nature has done almost nothing for its iuhahitants 
beyond the immense service, indeed, of interposing bamers 
between them and the armies of emperors and tings ; no road 
in it leads to great fortunes. Xet, were the conditions of all 
the oouirtvies of Europe as prosperous as that of Switzerland, it 
may well bo that a science of political economy wo\ild never 
have arisen, heoanse no urgent economic problems would have- 
pressed for solution. Switzerland, however, has provided only 
for its own people. The grand achievement of America is to- 
have provided for all comers, and to have not only rescued from 
destitution no small part of the population of Europe, hut 
placed them in such aflluenoe that they can endure toi’iifs which 
make them buy the produce of their old countrymen at twice ita 
natural cost. This, however, is an aohiovoment not of poKtioal 
institutions but of natum. The maiuteuanoe of the American 
polity with its egutility is, moreover, in a great measure duo to , 
physical corrses. The ocean has kept it aloof from the wars of , 
the Old "World, and the configuration of the continent has 
maintained a single government. Had it been broken up into 
rival states by deserts and mountain ohains, instead of being 
united by rich plains and noble rivers, it might have been a 
battle-field. Thrones and military and aristooratio orders might 
have been founded ; a Latin eminre in Mexico would certainly 
have arisen; national debts, war, taxes, and impoverishmentjl 
would have followed. That the emergence of these phenomena 
would have given a stimulus to economic inq^uiry we have proof, 
not only in European history, but in the awakening of the 
American mind itself to the study of political economy since the 
Civil War, with the burdens and difficulties it entailed, ' 

The inhabitants of the New World have been the more- 
disposed to leave the production, of soienee and literatui’e to the 
old, that they get their fimita at leas than their cost of production, 
by importation ; and the absence of a lawof internatibnal oopy- 
right has in turn been the more unfavourable to Amerioan 
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authoi’sHp that tile rate of remuueratioii in other oooupationa 
has been so high. The Pennsylvanian manufacturer complains 
tihat he cannot compete with the cheap labour of England, 
though freight is added to the prime cost of every pound of 
English produce imported; yet ho is content that the American 
author should compete with English books for which neither 
producer nor earner has been paid. A single copy of MiU's 
^Principles of Political Economy/ or BastiaPs iHonuonies 
.Eeonomiques/ is all the American publisher need buy. No 
wonder if American economists should be content to take then 
political economy for the most part ready made from Mill and 

It would) nevertheless, be an erroneoim conoliisibn that 
American political economy has no peculiar features, or that 
little is to be learned fz’om its study. Besides the porspiouity 
with which its doctrines are sot forth, and the novel illustrations 
and instances whioh it affords, it has striking and distinGtive 
characteristics, an examination of the nature and causes of 
which cannot fail to instruct the English economist. The reader 
will find in their consideration fresh evidence of the influence, 
among other conditions, of the physical geography of a country 
on its philosophy. 

, American economists have, in the first place, boon nearly 
unanimous in rejecting, or, at least, setting aside as practically 
Unimportant, the Malthusian doctrine of a tendency of population 
to outstrip the means of subsistence. It is controverted or 
ignored in all American treatises on the general principles of 
-economics. It is repudiated alike by protectionists and free- 
trade’s*— by Carey, Thompson, Peshine Smith, and Bowen,* the 
■authors of the chief . systematic works on the soieuco which 
advocate protection, and by Amasa Walker and Perry, the 
writers of the chief text-books in which the freedom of inter-’ 
national trade is supported. Mr. Henry Gteorge) tlie propounder 


Mr. BoVFen ia in error in nBBorting:, in a reeout artielo in -the American / 
Review on, Barwinia m, and Pcasitttum, * that for the last ihivty 

years English eeonomisla have abandoned the Malthusian theory. 
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of a new theory of the disti-ibution of wealth, and of the causes 
of poyerty, is as zealous in antagonism to it as the writers of 
American schools, from whom he ditfers on other fundamentnl 
points. The immense resources of the North Americar^m 
tinent ; the extent of uncultivated land of the highest fertility 
the constant movement of agriculture to richer°instead of 'to. 
poorer soils, while the cost of production is further diminished 
)y invention ; the actual need of a faster increase of population 
than the country itself yields; the rapid improvement in the- 
eondition of a perpetual influx of emigrants, are enoimh to 
account for general scepticism or indifference with respect to the 
doctrine of Malthus. A comparison of his chapter on the checks 
to population in France, with its actual movement since his 
time, shows, indeed, that he much underestimated the force of 
the preventive check there under institutions conducive to pro- 
vidence ; and among the American-born citizens of the United 
States this check is even stronger than in Prance. It must be 
allowed to detract not a little from the practical worth and 
lasting fame of his doctrines, that Malthus should have shown 
so little insight into the power of institutions to foster either 
improvidence or prudence, as to speak of them as in reality lio-ht 
and superficial in comparison with those deeper-seated causes'’of 
evil which result from the laws of natm-e and the passions of 
mankind. Nevertheless, his fundamental position remains 
unshaken, that, given the fecundity or power of increase of 
mankind, ot the ‘ potential rate,’ as it has been called, of popu- 
lation, which he assumed, the numbers of any nation must 
unless restricted by either preventive or positive cheeks, soon 
exceed the means of subsistence. If the ‘potential rate’ of 
human increase everywhere and always accords with his assump- : 
tion that it tends to double in every twenty-five years, the 
necessity for^ either positive or preventive restraints to ’keep> 
population within the limits of subsistence is incontrovertible. 
J3oth in America and in England the antagonists to Malthus 
misapprehend the doctrine they combat, when they point to an 
actual increase of wealth as well as of population even in old 
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In neither England nor Erance has population advanced at 
the assumed ‘ |)otential rate ; ^ it has everywhere been restrained 
by preventive or positive checks, or by both. But the question 
follows — ^Is the potential rate always and everywhere what 
Malthus supposed ? Does it really remain constant, as he 
assumed ? 

Mr. Aniasa Walker has adduced the following statistics of 
the proportion of births among American-born and immigrant 
inhabitants of the State of Massachusetts, merely with the view 
of proving the strength of the preventive check in a highly 
civilized and prosperous community, but they suggest something 
more : — 

Native population, 070,952 

Foreign, . . . . . . . 260,114 

Number of births in native population, , 16,672 

,, ,, foreign „ . . 16,138 

The number of births in the native population, as he 
observes, to be in proportion to the foreign, should have been 
60,289, or nearly four times the actual number. ^ The grand 
cause for this remarkable difference,’ according to Mr. Walker, 

^ is to be found in the fact that the foreign population are far 
less influenced by prudential considerations and social restraint.’ 
They therefore enter the marriage state with less regard to 
their ability to support a family respectably. On the other 
hand, the resistance to marriage from a more costly style of 
living is constantly increasing with the native population, 
among whom the standard of family expenditure rises rapidly 
with the finer culture, the more elegant arts, and the greater 
social vivacity of each new year.’^ In support of this view the 
author adds statistics showing that the number of marriages in 
proportion to population is twice as great among the immigrant 
as among the American-born inhabitants of Massaelmsetts. 
But the proportion of births has been seen to he not twice only 
hut four times as great. Such a decline of births seems to 
indicate something more than an increased force of the pruclen- 


The Science of Wealth, By Amasa 'Walker. 7t3i ed., p. 463. 
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tial cheek since Franklin said, ‘ Marriages in America are more 
general and more generally early than in Europe; and if in 
uxope they have but four births to a marriage, we may here 
reckon eight.’ Mr. Walker himself suggests that one cause 
of the difference is, that ‘the foreign population is engaged 
somew at less than the native at indoor and sedentary employ- 
ments and in so far are likely to be more vigorous.’* He 
umishes statistics, too, which prove that the mortality is con- 
siderably greater, and the longevity less, among the American- 
born than among the foreign inhabitants. When to this we 
add the vastly greater proportion of diseases of the digestive 
organs in the United States than in Great Britain,! the 
prematui-e fading of American women, and what dentists report 
Ti V. ^ of American teeth, the conclusion seems inevitable 

that a decline in vigour and fecundity is one of the causes of the 
small families of American-born citizens, and that the ‘ potential 
rate of population is not constant, as Malthus supposed. That 
chmate is not the cause appears from Franklin’s statement 
quoted above. The climate of Lower Canada is healthier than 
tiiat of Massachusetts, but not sufficiently so to account for the dif- 
“ the number of children to a marriage. ‘ Nous sommes ' 
teiriblespourles enfants,’ said a French Canadian to Mr. John- 
smn, ac ding that from eight to sixteen are the usual number 
e farmers families, and naming women who had five-and- 
^ threatened k tinfft-smhne pour le pretre.t . 

^ population of the Eastern 

states of America seems to lend probability to Mr. Herbert 
pencer s octrine, that the increased cost in nervous structure 
and function attending the keener struggle for life, as human 
sociey advances, entails a diminution in fecundity. An d 
w oever studies Mr. Spencer’s arguments, along with facts 
Jhich may be learned from English physicians, surgeons, and 
dentist s, will find ground for surmising that new elements and 

* By Amasa Walker. 

JoiLorrsi’ By James B. W. 

,, t Ihid.^ i. 346. . 
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conditions, whicli Malthus could not foresee, have begun to 
aifeet the population of Europe itself. A question, indeed, 
arises whether Mr. Spencer’s view of the matter is not of too 
optimist a colour ; and whether the hurry and anxiety of 
modern life do not cause more than a mere change in the 
direction and use of nervous power, and bring with them a 
decline in physical vigour that takes many painful and distress- 
ing forms, and is, in truth, a degeneracy of the race. However 
this may be, there is much to justify a doubt that Lord 
Macaulay’s prediction will ever be fulfilled, or that American 
economists will ever be driven to give the theoiy of Malthus a 
prominent place in their treatises. 

A second marked feature of American political economy is 
the conspicuousness of a theological element, Mr. Buckle 
affirmed that in England political philosophy was finally 
separated from theology before the end of the eighteenth 
century; and Dr. Eoscher speaks of German political economy 
as having disengaged itself from religion and become an 
independent science a century earlier. Neither proposition is 
strictly accurate; but neither German nor English writers on 
the science have incorporated theology with it, as American 
economists have habitually done. The assumption of an in- 
visible hand, directing to the general good the efforts of 
individuals seeking their own gain, appears only in a single 
passage of the ‘ Wealth of Nations,’ and Adam Smith’s 
economic philosophy could stand without it. He never used 
,his conception of the character and designs of the Deity, as a :, 
premiss from which to deduce conclusions or laws. ^ Archbishop 
Whately is the only modern English writer of eminence who 
has imported theological conceptions into economic discussions : 
he was a digressive writer, and his introduction of theology is 
■clearly a .digression. Of Continental economists, .Bastiat is the, 
one in whom the religious element is most prominent ; but with 
him, too, it comes in as an inference, not as a major premiss. 
The harmony of the economic interests of mankind is not 
deduced from the beneficence of the Euler of the Universe, but 
inferred from economic facts, and applied to confirm the belief 
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in siioli a ruler. In American treatises, on the other hand., 
theology becomes the backbone of economic science. Assump- 
tions respecting the Divine will and designs are employed by 
both protectionists and free-traders in support of their theories. 
The Malthusian theory is controverted as atheistic in tendency, 
and contrary to the commandment to replenish the earth. Mr. 
Perry announces at the beginning of his ^ Elements of Political 
Economy,’ which has reached a fourteenth edition, that one of 
his main purposes is ^an examination of th‘e providential 
arrangements, physical and social, by wEich it appears that 
exchanges were designed by God for the welfare of men/ He 
bases his theory of value and rent on the proposition that ‘ God 
is a giver, and not a seller,’ and that ^ value has its origin, not 
in what God has done, but in what man has done.’ Children 
used to have a way of classing books as SSunday’ or “^week- 
day books ’ by looking over the leaves for sacred names. 
According to this criterion several American treatises on political 
economy would be set apart as Sunday books. See, for instance, 
Mr., Perry’s ^ Elements, of Political Economy, ,pp. .2, 63-3, 131,, 
238-4,1 ; and his ‘ Introduction to Political Economy,’ pp. 29, 
73-5., 152,203. . ■ ' , 

' One cause of this characteristic is the religious origin of tlie 
chief American colonies, and the traditional influence of, theolo- 
gical tenets over American thought on which M. de Toccpieville 
lays, stress.’^' , The chief American colleges, in the Eastern States- 
were, moreover, founded for sectarian purposes, and their' 
original design still exercises a considerable though a declining 
influence over their systems of instruction and philosophy, ' At. 
Yale College an attempt was made last, year to stop, the Professor 
of Social Science, Mr. W. G. Sumner, whose name is honourably 
known in this country as well as in his own, from making use 
of Herbert Spencer’s works, and the .matter, is .not, yet settled. 
Down to recent time, also, the lecturers on political economy in 
American Colleges were for the most part, as many of them still 
are, ministers oPreligion. This circumstance is itself connected 

J)e la Mmooratk en Am^nque^ iii. 10, II. 
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with" a more general cause ; for political pliilosopliy lias been 
left to a theological class, who have worked their professional 
ideas into it, because the laity were engaged in .more lucrative 
pursuits. Again, the prosperity of the American people, and 
the bountiful aid which human effort receives from nature, are 
more in harmony than the general condition of European society 
with assumptions of beneficent design in the arrangements of 
the economic world. Sentiment has undergone a great change 
in modern times in relation to this point. In the Middle Ages 
pain, privation, and poverty were regarded as pleasing to Grod, 
and the idea lingered long afterwards. Lord Bacon speaks of 
times of peace and prosperity as inclining to atheism, ^For 
troubles and aclversities do more bow men’s minds to religion.’ 
The feelings of our own day are becoming more and more 
adverse to such a conception* Mr. Mill’s essays on religion 
leave little room for doubt that had all mankind been as liappily 
circumstanced as the people of theIJnited States, he would have 
been a confirmed theist. An example of the mixture of national 
pride in the prosperity of the United States with thankfulness 
to heaven on the part of its citizens that they are not as other 
men are, appears in the Secretary of State’s letter accoinpanyiug 
the reports of the United States consuls, in 1879 , on the State 
of Labour in Europe’: ^ No American labourer or ea])italist,’ 
says Mr. Evarts, ^ can read their reports without a feeding of the 
utmost commiseration for the toiling millions of Euro[je, and 
heartfelt pride in and appreciation of the blessings ‘wliieli heaven 
has vouchsafed to the people of the United States.’ 

A third characteristic of American political economy is the 
absence of long chains of deduction, such as English economists 
have affected, from the assumption that competition equalizes 
the wages of labourers and the profits of capitalists in different 
occupations and localities throug'hout a country. A one 

might naturally have anticipated, from' the mobility of laboux'* 
..and mapital in the .United ' States, that the doctrine of the 
dependence of prices on cost of production, by reason of the 
equality of the gains of equal efforts and sacrifices, "would have 
been pushed to its farthest point there. It has been, on the 
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Tlie main doctrine of Carey is, that under a proper national 
economy all the productive powers of a country and its people 
are harmoniously developed, and continual progress is achieved 
both in every branch of production and in the equity of 
distribution. An industrial nation contains three great funda- 
mental classes : the agricultural, the manufacturing, and the 
commercial. All three should be developed and exist in equi- 
librium. In a rude state of the social organism there is no 
differentiation of functions ; every man is warrior, hunter, fisher, 
builder, and carpenter. In an advanced and harmoniously- 
developed society all the leading industries are carried on by 
distinct classes, dependent on each other. Up to this point the 
advocate of free trade, looking on civilized society as embracing 
all civilized nations, might concur in the doctrine. The point 
of separation is, that Carey regarded each nation as a distinct 
social organism, containing the appointed natural means of 
independent development. ^ No one,’ says the chief living 
expositor of Carey’s ideas (Mr. Eobert Ellis Thompson, Pro- 
fessor of Social Science in the University of Philadelphia, and 
editor of the ‘Penn Monthly’), ‘who believes in the continual 
government of the world by Divine Will can doubt that nations 
exist in consequence of that will. “ He fixeth the bounds of 
the nation.” Each State, like each man, has a vocation. Every 
nation is a chosen people. It has a peculiar part to play in the 
moral order of the world.’ Unless in the sense that whatever is 
is right, and exists by divine ordinance — in which case Carey’s 
followers must concede that free trade itself may be a divine 
iiistitution—it can hardly be maintained that the boundaries of 
nations have been providentially ordained. A witty countryman 
of Professor Thompson has ‘ guessed ’ that ‘ if ever the lion lies 
down with the lamb, it will be with the lamb inside;’ and such 
is in reality the manner in which the bounds of the nations have 
for the most part been settled. They have swallowed up their 
weaker neighbours; History, too, is one long contradiction 
of the fixity of national boundaries. The limits of no great 
civilized empire, the United States not excepted, are what they 
were the year before the ‘ Wealth of Nations ’ was published 
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and American Independence declared. How, then, can every 
State contain within confines which are frequently changed tlie 
‘providential’ conditions of independent economic existence? 
Carey argues" further that great waste in carriage is saved hy 
bringing the farm and the factory into close proximity to each 
other, and that a return is thereby made to the soil, which is 
thus not robbed of its constituents as it is by the exportation of 
its produce. But in the United States the chief iron and coal 
mines and factories are at one side of the continent ; the richest 
soils and the most productive farms are many hundred miles off 
at the other side ; considerable cost of carriage is incurred, and 
no return of constituents is made to the land in the west from 
juoduce sold in the east. 

Carey’s system is, in fact, Pennsylvanian rather than national 
economy ; it is a product of Pennsylvania, like its iron and coal, 
and has gained little acceptance in its entirety beyond the limits 
of that State, as may be gathered from the names of its principal 
supporters. In other States the most popular exposition of 
economic principles on the protectionist side is Mr. Bowen’s 
‘ American Political Economy,’ a title assumed on the ground 
that the system expounded by English writers is really the 
political economy of England alone, while America needs an 
American political economy adapted to what is special in its 
physical conditions and institutions. Tet Mr. Bowen’s own 
system is after all, in the main, English political economy, with 
an incongruous admixture of Pennsylvanian doctrine in relation 
to foreign trade. His treatise contains a clear exposition of 
principles long generally accepted in England, and its protec- 
tionism, like an artificial Hmb, can be detached without hurting 
or altering the rest of the structure. Mr. Bowen, it ought to be 
added, pronounces emphatically in favour of a metallic standard, 
and advocates a resumption of specie payments; while Carey 
regarded issues of inconvertible paper-money as streams of 
productive wealth. Carey’s followers, in general, have been 
charged with adhesion to this doctrine, but it is repudiated by 
Professor Thompson, who advocates convertibility and deprecates 
an inflation of the currency. Soft money seems to have little 
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support now from any »school of economists. Protection, however, 
has much deeper roots ; a majority of the EepuTblican party still 
leans to it, and the intelligence of the country is to be found 
chiefly in the ranks of that party. The line betwein protection- 
i>sts and free-traders, it should be observed, does not coincide 
with that between Eepnblioans and Democrats. In Pennsylvania 
both Eepiiblicans and Democrats are protectionists, while in the 
city of New York many of both parties are free-traders. The 
most able and energetic supporters of both free trade and 
protection are Eepublicans. 

Differing on some fundamental points from the systems that 
have been described is the theory set foi’th in a work published 
last year at San Francisco, entitled ^ Progress and Poverty/ the 
author of which, according to the statement of American news- 
papers, has lately been appointed Professor of Political Economy 
in the University of California. From a passage in his book it 
appears that he was formerly a working-man in a trade,* and 
if this is to he understood in the ordinary sense, his learning 
and literary power are truly astonishing and admirable. Among 
other gifts he possesses a fertile imagination, supplying him 
readily with pertinent illustration. Want of imagination is one 
of the causes of the inability of many economists to emancipate 
themselves from old abstractions, geneiulizations, and formulas. 
Their minds do not enable them to realize actual phenomena, 
and to test theories on all sides by a multitude of instances. 
Mr. Greorge’s work, however, calls for notice not only on account 
of its ability, and because it contains internal evidence of being 
a product of the economic history of California, but because also 
of the magnitude of the problem it propounds, and the nature of 
the solution it proposes. It seeks to discover the cause that 
makes poverty the constant companion of wealth, and to find at 
the same time the explanation of recurring seasons of industrial 
and commercial paralysis and distress. Its author is opposed to 
protection, and to various notions which, he says, are rapidly 
gaining ground in tiie United States, ^ that there is a necessary 
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conflict between capital and labour; that macbineiy is an evil 
that competition must be restrained and interest abolished • that 
wedthmay be created by the issue of money; that it is thedutr 
of GroTemment to furnish capital or to furnish worh.’ He often 
reasons deductively in the old-fashioned ‘ orthodox ’ way as 
confidently as Eicardo or Mr. Senior, from the assumption that 
every man follows his pecuniary interest by the shortest and 
easiest road. It is surprising to an English reader, accordingly 
to find that his main theory is, that the cause of the accompL? 
ment of ^eat wealth by great poyerty, and of the succession of 
commercial depression to commercial prosperity, is the existence- 
of private property in land. 

Poverty, Mr George argues first of aU, is never the 
consequence of either a deficiency of capital or an ezoess of 
labourers. The labourer produces his own wages, and is not 
paid out of pre-emsting capital, although the fact is cone akd 
by the separation of employments and the complexity of he 
process of e:.change When a division of labour first taLplat 
m early society, and instead of every man as before supplying- 
his own wa^nts, one hunts, another fishes, a third gathers^ f 
fourth mates weapons or tools, a fifth clothing - each realV 
produces his own maintenance, though he exchanfes the modS 
of his own labour for other things So in « 1 Focluee 

i, win Z 

different occupations, and the labourer gets bis - , “ 

exchange for his own productive work Ld d^! “ 

from capital, though the capitalist conducts the exchrnge^nd 
an increase in the nnraber of lohnn-r/a-Ko ^ 

proporlioBate increme iosteid of a diminuHor' ” 

produoto, Twentjr men worwZZ 

niggerdy ril prodno, more then Lnfy “ 

can produce where nature is most bountiful T^b ^ 

population, the more minute becomes the snbil* 

the better the economy of JT 

numbers necessitates recourse to inferior , 
agent., but th, inme..e ofl, 

■ then oompeneet.. for the detdine in power of 


149 


Political Economy in the United States, 

The richest countries are not those where nature is most prolific, 
but where labour is most efiicient, not Mexico but Massachusetts, 
not Brazil but Great Britain. The cause, then, of ^the depression 
of both the wages of labour and the interest on capital, and of 
the growth of poverty, as society advances, is not the increase 
of population, and does not lie in the conditions of production. 
It must, therefore, lie in distribution. The rise of rent is the 
real cause of the fall of both wages and interest, while the pro- 
ductive powers of society, so far from declining, are improving. 
Where the value of land is low, there may be a small production 
of wealth, and yet a high rate of both wages and interest, as we 
see in new countries. In California, where wages were higher 
than anywhere else in the world, so also was interest higher; 
but rent was non-existent ; wages and interest have since gone 
dowm together, while rent has risen, with startling rapidity. 
Where land is free, wages will consist of the whole produce, less 
the part necessary to induce the storing up of labour as capital. 
Where land, on the contrary, is all monopolized, wages may be 
forced down to a minimum. Three parties divide the produce, 
the labourer, the capitalist, and the landowner. If, with an 
increase of production, the laboui'er gets no more, the capitalist 
no moi’e, but even less, the inference is that the landowner gets 
the whole increment. It is not the total produce, but the net 
produce after rent has been deducted, that determines what can 
be divided as wages and interest. Free trade has enormously 
increased the total wealth of Great Britain without lessening 
pauperism, because it has simply raised rent. To extirpate 
poverty, to make wages what justice commands they should be, 
the full earnings of the labourer, we must substitute for the 
individual ownership of land a common ownership : we must 
make land common property. For this purpose it is only 
necessary for the State to appropriate rent, not to dispossess the 
holders of land of its occupation. 

Such, in brief, is the substance of Mr. George’s argument. 
And so far as the proposition is concerned, that the labourer 
produces his own wages, it is true, as an American economist 
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las shown in a work of great ability,^ that in new countries 
labourers are often paid after the harvest, or by the year, and 
therefore oiit^of the produce of their labour. Even in that ease, 
however, the fund out of which the labourer is maintained 
while his wages are being earned, though his own, is the 
produce of past labour, not of the labour he is actually per- 
forming. In old countries the majority of the labourers 
engaged in long operations have not wherewithal to maintain 
themselves until the product is sold ; but if they had, this fund 
would be a product of previous labour ; it would be px^e-existing 
wealth productively employed ; that is to say, capital in the 
sense intended by Mr. Mill in his proposition that industry is 
limited by capital — a proposition which Mr, George confounds 
with the doctrine of the wages fund, now rejected by almost all 
English economists. Piers the Plowman, in Langland’s poem, 
had barely enough food saved from the previous produce of his 
little farm to keep soul and body together until harvest time, 
while hired labourers beside him had strong ale and fresh meat 
and fish, hot and hot, twice a-day, because they w'ere paid out 
of the savings of their employers. Piers' himself could have 
fared equally 'well if, instead of "waiting on his own crops to^ 
dight his dinner as he liked best, he had gone into the labour 
market for a share of the last year’s corn, and of beef and mutton 
which had taken years to grow. In the England of our own 
day labourers not only get wages from capitalists long before 
their own work is finished and sold, but are many of them dead 
and gone before then. Sometimes the product is destroyed by 
an accident after the workmen have been paid wages in full, 
but before the employer has made anything by it. In the 
agricultural districts of California there was, as Mr. George 
says, a total failure of crops in 1877 ; and of millions of sheep, 
nothing remained but their bones. The farmers, nevertheless, 
hired labourers for the next crop, and he argues that they could 
not have done so out of past produce which was lost. The ease 

* The Wages Question ^ by Prancis A. Walker. See an Article by the same 
writer, Tforth JiTiuricun Review^ January 1875. 
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really tells at both ends against Mr. Greorge’s conclusion ; for it 
is clear that the labourers who helped to produce the crops that 
perished were not paid for that year’s wort, 4)r maintained 
during it out of its produce ; and the funds which the farmers 
boiTOwed to resume their operations must have been the produce 
of previous work, not of work the fruits of which were not yet 

forthcoming. 

The accumulation of capital is, then, necessary for the 
maintenance of labourers, though it may be accumulated by 
themselves; and in a country like France, where land is to a 
large extent held by the productive classes, including labourers, 
capital is in good part accumulated out of rent. In France, 
too, rent in the ease of a majority of families is an addition to, 
not a deduction from, wages and interest or profit ; and were 
any government to seek to abolish private property in land, 
there are several million Frenchmen would ‘ know the reason 
why.’ Nor is it true that wages and interest uniformly decline 
as rent advances. All three have been higher during the last 
thirty years in England than they were a hundred and thirty 
years ago — a fact which overthrows Mr. George’s whole theory. 
In Holland all three have considerably risen in our own time ; 
and although it is cited by one economist after another as the 
countiy where interest is lowest, the rate of interest is now 
considerably higher than in England, or than it was in Holland 
itself fifty years ago. A simple illustration will show how this 
may take place. Suppose a district contains ten million acres, 
yielding at a low stage of husbandry ten bushels an acre, and 
ten million acres of better land yielding fifteen bushels an acre, 
and therefore five bushels per acre as rent. Let agricultural 
art advance along with population, so as to double the produc- 
tiveness of the whole district, and" the poorer land will now 
yield twenty, the best land thirty bushels an acre. Ten bushels 
per acre instead of five will now be payable in rent for the best • 
land ; yet the whole labouring population may be better clothed, 
housed, and fed, in consequence of the improvements attending 
the division of labour; and the farjcner niay get a higher return 
on his capital. The entire amount of rent may also be received 
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Ly farming and labouring families, whom its very existence 
may have stimulated to the industry and thrift that led to the 
increased production. It is overlooked, one may add, hy writers 
who treat the fall of interest as society advances as an established 
historical fact, that in old times most people could get no interest 
at all on their savings, and hoarded them for lack of productive 
investments. 

On behalf of abolishing the private ownership of land, and 
giving an equal share in the bounty of nature to all, Mr. George 
urges that it is * but carrying out in letter and spirit the self- 
evident truth enunciated in the Declaration of Independence, 
that all men are created equal ; that they are endowed by their 
Oreator with certain inalienable rights; that among them are 
life, liberty, and the pursuit of happiness.’ The age of the 
Declaration of Independence was indeed one in which philoso- 
phers believed in inalienable natural rights ; and, if we are to 
be guided by the ideas of its framers, nothing is more certain 
than that they included among ^natural rights' the right of 
every man to acquire property in both land and movables. 
Only by a theory of dynamical inspiration, such as has been 
applied to the Bible, can we get any other meaning out of the 
Declaration than its authors intended. Coming down to more 
recent times, Mr. George cites the actual procedure of the first 
miners in California, who, he says, falling back upon ^ first 
j)rineiples, primitive ideas, and natural perceptions of justice,’ 
declared that the gold-bearing land should remain common 
property, of which no one might take more than he could use, 
or hold for a longer time than he actually used it. It may be 
that the laud system of every country calls for reform, but it 
may be hoped that civilized men will not seek precedents for it 
in the infancy of the race, or in ^ primitive ideas.’ Mr. George 
can but have hastily studied the works of Sir Henry Maine, 
whom he cites, if he supposes that early communities recognised 
any common right in mankind, permanent or temporary, to the 
use of the soil. Each little tribe jealously excluded every other 
to the best of its power, and recognised no right in a human 
being, as such, to property of any kind, or even to liberty or 
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life. If, however, the natural perceptions of justice really lead 
to common ownership, the citizens of California are bound to 
admit Chinamen without number to a share in the land of the 
State. Had Mr, George confined himself to contending that 
ihe governments of new countries have committed a grievous 
blunder in allowing their territory to be appropriated in 
perpetuity by the first comers for a nominal payment, he w^ould 
have found allies among the advocates of private property in 
land. Even in old countries like England, whose territory has 
been appropriated by a small number of owners with the full 
sanction of the State, and contracts, and dealings, and invest- 
ments of capital, have gone on for centuries on this foundation, 
all the requirements of justice and expediency would be met 
were it enacted that at a remote date— say four generations 
hence, or in the year 2001— all landed property, both in country 
and town, shall revert to the State. At that period legislators 
could decide, with better lights than we now possess, how to 
dispose of the vast accession to its resources. It w^'Quld in any 
case come into a fund which would enable it to extinguish all 
taxes, and the restrictions to production and commerce they 
•cause. Unhappily, existing generations care little for a distant 
posterity, and would be too apt, were the project under 
discussion, to convert it into one for immediate and imeom* 
pensated confiscation, such as Mr. George urges with a liarslmess 
that might justify a harsher name. His theory bears deoisiva 
maihs of its growth out of the anomalous history of the 
marvellous region in which it was published, from the first 
•occupation of the Gold Fields by strangers from every quarteir 
•of the globe, down to the sudden impoverishment of San 
Erancisco in recent years by the fall in mining stocks and land 
values, consequent on rash speculation and imprudent invest'* 
ments. As Carey’s system was a product of the niinas of 
Pennsylvania, so is Mr. George’s of those of Califomia. 

The prospects of political economy in the United States 
•should be augured rather from the capacity shown than from 
what has been actually done, and in that sense the works of 
both the writers just referred to afford favourable indications. 
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Speaking generally, however, the men best qualified to stand in 
the front rank of American economists are not the authors of 
systems or general theories, or text-books of principles, but 
writers on sj)ecial subjects — David Wells, William M. OrGsvenor,. 
Albert S. Bolles, Francis A, Walker, Edward Atkinson, William 
Gr. Sumner, 0. F. Dunbar, and Simon Newcomb. Only since- 
the Civil War has America begun seriously to apply its mind to 
economic questions, and the number of powerful intellects it has- 
brought to bear on them is a remarkable phenomenon in the 
history of philosophy. Many of the best economic essays the 
last decade has produced will be found in the pages of American 
periodicals— the ^ North American Eeview,^ the International 
Eeview,’ the ^Atlantic Monthly,’ the VPenn Monthly,’ the 
‘ Princeton Eeview,’ ‘ Scribner’s Magazine.’ Journals like the 
‘Nation’ and the ‘Public’ discuss economic questions with 
consummate skill. In the translation of Eoscher and Blanqui 
work has been done by America which England ought not to 
have left it to do. Two considerable contributions to economic 
history were made last year in the ‘Industrial History of the 
United States,’ and the ‘Financial History of the United 
States, 1774-1789,’ by Mr. Bolles. In the perfection of its 
economic statistics America leaves England behind. 

Were we smTeying the entire field of political economy, vso 
far as it has been cultivated in both the old and the new world, 
the question would arise : — How much, beneath what can claim 
only a local or a temporary importance, possesses universal and 
23ermanent value What problems have’ been solved for all 
time ? What universal truths have been discovered ? How 
much of the work of Adam Smith, Malthus, John Stuart Mill, 
Eoscher, Knies, Bastiat, Chevalier, Wayland, Walker, Perry, 
Carey, will remain standing and solid a hundred years hence P 
The subject of this Essay raises a still more important question : 
What new economic problems remain ? Among them are some,, 
it may confidently be affirmed, which the chief economists of 
both worlds have never yet raised, and of which they have not 
dreamt. There is reason to believe that America will take an 
active part both in bringing them to light and in their solution.. 
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ECONOMIC SCIENCE AND STATISTICS.* 

Economic Science was not formally included within the 
Statistical Section of the British Association until 1856 ; and, 
even since then, addresses of distinguished Presidents of the 
Section have turned mainly on its statistical functions, and 
have been devoted principally to an inquiry into the nature and 
province of statistics. That the inquiry is neither so superfluous 
nor so easy as might at first appear is sufficiently shown by the 
fact that there are, according to the great German statist, Dr. 

. Engel, no less than 180 definitions of the term to be met with 
in the works of different authors. These various definitions 
may, however, be said to group themselves round one or other 
of three conceptions, of which one follows the popular view of 
statistics ; the etymological and original meaning almost 
disappearing in the notion merely of tables of figures, or 
numbers of facts, of which the chief significance lies in their 
numerical statement. According to another conception, statis- 
tics, following etymology and the signification given to Statistik 
by the famous Gottingen school, should he regarded as equivalent 
to the science of States, or political science, but, nevertheless, 
as confining itself to the asoertamnrent and collection of facts 
indicative of the condition and prospects of society, without 
inquiring into causes or reasoning on probable effects, and 
carefully discarding hypothesis, theory, and speculation in its 
investigations. A third conception is, that statistical science 
aims at the discovery, not only of the phenomena of society, 
hut also of their laws, and by no means discards either inquiry 
into causes and effects or theoretical reasoning. 

* Athenmmj Se>ptQmhQV 27 , 1873.— Written on tbe meeting of Section F of 
the British Association for the Advancement of Science, September, 1873. 
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It is curious that some who give to statistics the first of 
these three meanings, and who regard the numerical statement 
‘of facts, and tjie marshalling of tables of figures, as the proper 
business of the statistician, nevertheless speak of statistics as a 
^science. But, as the eminent economist Eoscher has observed, 
numbering or numerical statement is only an instrument of 
which any branch of science may avail itself, and can never, 
in itself, constitute a science. No one, as he says, would dream 
■of making a science- of microscopies, or observations made 
through the microscope. The distinguished English statistician 
and economist, Mr. Jevons, has likewise condemned the miscon- 
•ception of statistics and the misuse of the term we refer to in 
language worth recalling : — ^ Many persons now use the word 
statistical as if it were synonymous with numerical ; but it is a 
mere accident of the information with which we deal that it is 
often expressed in a numerical or tabular form. As other 
sciences progress, they become more and more a matter of 
■quantity and number, and so does statistical science ; but we 
must not suppose that tbe occurrence of numerical statement is 
the mark of statistical information.^ 

The doctrine that the consideration of causes and probable 
reasoning are excluded from the province of statistics, and that 
statisticians should confine themselves to the ascertainment of 
facts, is hardly more satisfactory. No branch of science, no 
.scientific body, confines itself to the observation of phenomena 
without seeking to interpret them or to ascertain their laws. 
It is not, indeed, possible, at present, to explain all the 
phenomena which come within the observation of the statists 
or to connect them with any law of causation ; and even naked 
collections of statistical facts may he useful as aids to further 
inquiry, or as supplying links in the chain of observed efiects. 
But serious error, and even practical mischief, have followed 
from attention merely to the reourrence of statistical facts 
without inquiry into their causes. A theory of a decennial 
recurrence of commercial crises, for example, was based on the 
'occurrence of crises in 1837, 1847, and 1857. Had the causes 
'i commercial crises been examined, it would have been 
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discovered tliat they are extremely various and unoertain in their 
occurrence; that a war, a had harvest, a drain of the precious 
metals, anything, in short, which produces a panic, may cause; 
a crisis ; and as there is no decennial periodicity in the causes, 
there can he none in the effects. 

These considerations lead us to adopt the third conception 
noticed above, namely, that statistical science investigates the 
laws of social pheno^nena as well as the phenomena themselves; 
and, if not co-extensive with sociology, or the science of 
society — because not going so far hack in its researches, and 
confining itself to the phenomena of modern society — ^yet 
employs all available methods, inquiry into causes, theory, and 
probable reasoning for the interpretation of the facts it discovers. 
But it is not easy to give to a word a signification other than 
the one which long usage has put upon it ; and, unfortunately^ 
to the majority of persons the term statistics denotes simply 
dry figures and tabulated facts. The Statistical Section of . the 
British Association has found a means to escape from the 
difficulty, in a great measure, by allying itself formally to 
Economic Science. It thus embraces definitely and expressly 
the whole economic side of the science of society, including the* 
investigation of laws of causation, as well as the observation of 
facts, and employing all the methods of scientific investigation 
and reasoning. But if it deals in this manner with economic- 
facts, it can hardly fail to do so likewise with the other classes 
of social phenomena which it approaches. And thus, however* 
narrow may be the sense in which the term statistics may be* 
elsewhere employed, the Statistical Section of the British 
Association is free from all trammel, and unfettered by any 
exclusion of theory, or even speculation, in its investigation of 
political and social problems. 

The formal incorporation of economic science with statistics 
has another great advantage : it tends to correct the error to 
which economists as well as that to which statisticians are 
specially prone. If the latter have been apt to think only of 
facts, it has been the besetting sin of the former to neglect facts 
altogether ; if statisticians have often been content to collect 
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phenomena without heed to their laws, economists more often 
still have jumped to the laws without heed to the phenomena ; 
if statistics have lain chiefly in the region of dry figures and 
numerical tahifes, economics have dwelt chiefly in that region of 
assumption, conjecture, and provisional generalization, which 
other sciences, indeed— geology to witness— have not escaped, 

. hut from which they are triumphantly emerging by combining 
the closest observation of phenomena with* the boldest use of 
speculation and scientific hypothesis. 

We may thus look for considerable benefit to both political 
economy and statistics from the combination of the methods to 
which the followers of each have been specially addicted. 
The subjects which occupied the principal place in Mr. Forster’s 
address, and in the attention of the Section, conspicuously 
illustrate the importance of combining statistical with economic 
inquiry, and the characteristic defects of the economic and 
statistical methods hitherto commonly followed. Take, for 
example, the question of wages. The relations of eaj)ital and 
labour, and the causes determining the rates of wages, are not 
to be summed up or disposed of in any brief formula or so-called 
‘economic law.’ But much might have been done, by tbe 
colleotiou of statistics and careful inquiry into facts, towards 
obtaining much closer approximations to truth than the 
generalizations which take the name of ‘ the wages fund,’ ‘ the 
equality of profits,’ ‘ the average rate of wages ’ — generalizations 
of which the world generally has grown a little doubtful and 
not a little weary. : 

Economists have been accustomed to assume that wages on 
the one hand and profits on the other are, allowing for differences 
in skill and soforth, equalized hy competition, and that neither 
wages nor profits can anywhere rise above ‘the average rate,’ 
without a consequent influx of labour or of capital bi’inging 
things to a level. Had economists, however, in place of 
reasoning from an assumption, examined the facts connected 
with the rate of wages, they would have found, from authentic 
statistics, the actual differences so great, even in the same 
occupation, that they are double in one place what they are in 
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another. Statistics of profits are not, indeed, obtainable like 
■statistics of wages ; and the fact that they are not so, that the actual 
profits are kept a profound secret in some of the most prominent 
trades, is itself enough to deprive the theory of equal profits of 
its base. Enough, however, is known or discovered from time 
to time, by the working men in particular trades, to justify them 
in the conclusion, on the one hand, that profits will bear a reduc- 
tion, and that wages may consequently receive an augmentation; 
and, on the other hand, that competition has not produced, a>Bd 
will not produce, those results. "When, therefore, Mr. Forster 
assumes that the majority of working men are now disposed 
to admit, as fundamental truths of economic science, that the 
remuneration of labour can be raised only in three ways — by 
the increase of capital, the diminution of the whole labouring 
population, or the participation of labourers in capital — we are 
reminded that not a few working men in certain trades believe 
there is another mode by which their remuneration might be 
raised, namely, by a participation in j)rofits, which are 
enormously high ; and that they believe, too, that this partici- 
pation can be secured only by combination, not by competition. 
Not quite consistently with his own statement, that one of the 
methods by which wages may be raised is a diminution of 
population, Mr. Forster pointed to the increase in the population 
of England and Wales from 16| millions in 1881 to 21 J millions 
in 1871, simultaneously with an increase of general prosperity, 
as militating against the theory of population advocated by 
Malthus and Mr. Mill, and the necessity those great writers 
contended for, of a prudential check to the potential rate of 
births. An unrestrained potential increase would have doubled 
the 16|- millions about 1856 ; at the present time there would, 
at the same rate, be about 50 millions of people in England and 
Wales ; and, before the end of the century, the population of 
that part of the Xlnited Kingdom would exceed 100 millions. 
Either, therefore, the prudential check has been firmly opposed 
by some classes of the population to the potential increase, and 
has permitted that increase of prosperity which Mr. Forster 
assumes ; or other checks, in the shape of death and infirmity. 
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have acted instead of the prudential check, and demonstrated 
the urgent necessity for it. Another point, in connexion with 
wages, on which Mr. Forster's reasoning seems to need some- 
explanation, relates to the agricultural labourers. He seems to- 
throw out an opinion that there is yet another source, besides- 
those which have been named, from which the wages of labour 
may be raised, namely, rent ; but his language on the subject 
leaves much to be desired, to use a Glallicism, on the head of 
clearness. He says it is well there is here ‘ a third class, namely,, 
the landlords, who are able to enter into the question, and to act 
as mediators.’ But then he adds that a Paper might well be 
devoted in the Section to the question, how far the rent paid 
for land affects the question of wages. The innuendo would' 
appear to be that an increase of rural wages may be brought 
about by an abatement of rent ; and we fail to see how that 
prospect places the landlords in a position to qualify them for 
the position of impartial mediators between farmers and men. 
Another important subject discussed in the Section, the treat- 
ment of wbich was not exhaustive in respect of either the- 
economic or the statistioal methods employed, was that of prices, 
and the rise in the cost of living. Mr. Levi took the prices of 
the Metropolitan Meat Market for his measure with respect to 
that article, adding, indeed, the expression of an opinion, that 
the rise has been greater in the chief towns than in other parts- 
of the kingdom. The fact is, that the diffusion of steam com- 
munication in the last twenty-five years has raised the price of 
meat in country places and remote parts of the kingdom much 
more than in the chief towns, because it has raised it from a much 
lower point in the former to something like the same price as- 
iu the latter localities. In many parts of Ireland and Scotland, 
where, thirty years ago, the price of hntoher’s meat averaged 
3d. a pound, it is now not much below the London price; and 
this equalization of prices, where the means of communication 
have been equalized, is oonneoted with the distribution of 
money over the world, in a manner very necessary to be home 
in mind in estimate both of past and probable future ohangea 
in the cost of living. The prices of the Metropolitan Meat 
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Market afford, for aBother reason, insufficient indications of 
wliat has actually taken place in respect of the purchasing 
power of money. The price of mutton per pound in that 
market has risen from 6*37, in ISSS-T, to 7*62, in 1873. But 
in the same period the price of a mutton chop in a London 
railway refreshment-room has risen from Qd. to Is. ; and, in 
fact, the rise in retail prices, on which the cost of living really 
depends, is more accurately indicated by the latter figures than 
Tby those which Mr. Levi has cited. It is obvious, too, that the 
rise in wages is to a very large class, who have to pay servants' 
wages — an addition, and not a counterpoise, to the increased cost 
of living arising from the rise of commodities. Mr. Levi, we 
might add, seems to have caused some confusion of ideas, if he 
did not fall into it himself, with respect to the effect on the price 
of necessaries and ordinary comforts of an increased expenditure 
on luxuries. The consumption of better qualities of food and 
clothing would naturally tend to raise the cost of the particular 
articles on which the increased outlay took place. But an 
increased expenditure on luxuries, such as seal-skin jackets, 
carriages, wine, tobacco, would, cceteris paribus^ diminish the 
outlay on other things, and would tend to a corresponding fall 
in the prices of the latter. Had we, however, much fuller 
statistics than are forthcoming respecting the changes in prices 
throughout the United Kingdom, we should still be unable to 
form a sound judgment respecting the most important part of 
the question, namely, the probable future range of prices, 
without a mass of additional information respecting the causes 
which have acted ou the supply of each article, and on the 
distribution of money as well as on its amount. And we have 
in this matter an illustration of the defective character of that 
kind of statistical inquiry which confines itself to the collection 
of a multitude of instances of facts, without reference to causes. 
It must be allowed that the principles laid down by the 
illustrious Quetelet rather tend to foster the error to which we 
advert. He assumed that by enlarging the number of instances 
we eliminate chance, and arrive at general and stable laws or 
conditions. But a great number of instances does not give us 
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their law, or justify us in any positive oonolusion respecting the 
future. New conditions, for example, have been acting on 
prices during Jhe last two years, and mere tables of prices for 
the last twenty or ten years confound years in which those 
causes were in operation with years in which they were not. 

We cannot close these few remarks and suggestions without 
thanking Mr. Forster, the eminent President of Section F, for 
the just, but not the less generous, tribute which he paid to’ the 
peat leader of economic science, whom the world has lately lost 
in Mr. John Stuart Mill, 


XV. 


m THE PHILOSOPHIGAL METHOD OF POLITICAL 
ECONOMY.^ 

Adam Smith called Ms famous treatise an inquiry into the 
nature and causes of the wealth of nations. Mr. Senior defines 
political economy as the science which treats of the nature, the 
production, and the distrilbution of wealth. The definition 
in Mr. MilFs ‘Principles of Political Economy’ is similar, 
though broader: ‘Writers on political economy profess to 
teach or to inyestigate the nature of wealth and the laws of 
its production and distribution, including, directly or remotely, 
the operation of all the causes by which the condition of 
mankind, or of any society of human beings in respect to this 
universal object of desire, is made prosperous, or the reverse.’ 

These definitions sufiSciently indicate the character of the 
problem of political economy, namely, to investigate the 
nature, the amount, and the distribution of wealth in human 
society, and the laws of co«^existence and sequence discoverable 
in this class of social phenomena. The solution oj$ered by the 
method hitherto chiefly followed by English economists— known 
as the abstract, a priori^ and deductive method— may be briefly 
stated as follows;— The nature of wealth is explained by 
defining it as comprising all things which are objects of 
human desire, limited in supply, and valuable in exchange. Of 
the causes governing its amount and distribution, the chief 
exposition is, that the desire of wealth naturally leads, where 
security and liberty exist, to labour, accumulation of capital, 
appropriation of land, separation of employments, commerce, 

^ Tol. ii., 1876, 
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and the use of money; whence a continual increase in the total 
stock of wealth, and its distribution in wages, profit, rent, and 
the prices of products, in proportion to the labour, sacrifice,, 
amount of capital, and q^uantity and quality of land, contri- 
buted by each individual to production. It is added that,, 
inasmuch as human fecundity tends to augment population in a 
geometrical ratio, while the productiveness of the soil is limited,, 
the proportion of rent to wages and profit tends to increase in 
the progress of society. 

This theory, it is here submitted, is illusory, as a solution of 
the problem. It throws, in the first place, hardly any light on 
the nature of wealth. There is a multitude of different kinds 
of wealth, differing widely in their economic effects. Land, 
houses, furniture, clothing, implements, arms, ornaments, ani- 
mals, corn, wine, money, pictures, statues, books, are but a few 
of the different kinds of wealth; and of each kind there are 
various species. No inconsiderable part of the present wealth 
of the United Kingdom consists of intoxicating drink. Wealth,, 
moreover, undergoes great changes in kind in different states of 
society, and one of the most important features of economical 
history is the evolution of new kinds, profoundly affecting the 
material as well as the moral condition of nations. The wealtt 
of Eome under the Osesars differed from its wealth in the first 
age of the Eepuhlio, in quality as well as quantity ; and there ^ 
are essential differences, as well as resemblances and historical 
relations, between the constituents of medieval and modern 
wealth. Some of the fundamental distinctions between Oriental 
and European wealth have been vividly brought before us in 
the last few months. One of these is, that the movable wealth 
of rich men in the East consists chiefly of precious stones, gold 
and silver ornaments, and splendid apparel. English writer 
long ago described a religious ceremony in Turkey, at which a 
prince of eleven years old ^ was so overloaded with jewels, both 
on himself and his horse, that one might say that he carried the- 
value of an empire about him.’ That is to say, the wealth 
that might have made a territory prosperous, and been dis- 
tributed in wages through many hundreds of families, was 
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^ concentrated on the bodies of a child and a horse. The 
correspondent of the ‘ Times ^ recently remarked on the appear- 
ance of the officers of an Indian municipality : ^,Jt would have 
rather astonished the members of an English town council to 
have seen these Punjabees in turbans of the finest tissue, gold- 
brocaded gowns and robes, with coils of emeralds, rubies, and 
pearls round their necks finer than any Lord Mayor’s chain.’ 
This allusion to the surviving finery of English official dress 
illustrates a change which has taken place since the Erench 
devolution in the ordinary dress of men in Western Eax'ope. 
Another description of a reception of native chiefs at Calcutta a 
few months ago seems to give indication of the beginning of a 
similar change in India. While one Maharajah, ^ dressed in 
black satin and silver lace, woi'e a cap which was literally 
covered with diamonds, said to be worth £100,000/ and another 
was ^ resplendent in a dress of mauve, embroidered with gold/ 
HoUvar and Sir Salar Jung ‘^presented a striking contrast from 
the extreme simplicity of their attire.’ It is no unimportant 
example of the mutation in the nature of wealth, in the progress 
of society, that diversities exist in Western Europe, in respect 
of splendour and costliness of apparel, between masculine and 
feminine wealth, which did not manifest themselves conspicu- 
ously before the present century. The accounts of the dresses 
of the princes and nobles of India, during the Prince’s visit, 
read like one of the dresses of a number of great ladies at a 
London ball ; but even in England the fashion of wearing silks, 
satins, velvets, diamonds, and jewels, was formerly not confined 
to one sex. There was a time when men ‘wore a manor on 
their backs.’ The remark of Addison in the ^Spectator’ that 
^ one may observe that women in all ages have taken more pains 
than men to adorn the outside of their heads’ is inaccurate. 
An Eastern prince still sometimes wears preoious stones on his 
turban to the value of half a million; and probably no lady 
over wore such a weight of diamonds as the Shah of Persia 
displayed in London. It is at least conceivable that the attire of 
an English lady may one day rival in simplicity and inexpen- 
siveness that of a gentleman. The wealth of all but the 
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stationary part of maniind of botli sexes undergoes various 
changes in the nature as well as in the number of its con- 
stituents; and the differences and changes in the character 
of Eastern and Western, mediseval and modern, rnasculine and 
feuimine wealth, of which some indications have been given, 
ought surely to meet with investigation, as regards both cause 
and effect, in a true Science of Wealth. The definition already 
referred to, that wealth comprehends all things which possess 
exchangeable value, is a mere abstraction throwing no light on 
these differences and mutations, or on the laws of society and 
social evolution by which they are governed. It originated in 
opposition to the Mercantile theory, and amounts in fact to 
little more than a negation of the doctrine, erroneously imputed 
to the Mercantile School, that money only is wealth. What 
that school really taught was that money is the most durable 
and generally useful kind of movable wealth, and their chief 
error lay in the measures by which they sought artificially 
to increase its amount. Money really had acquired great ad- 
ditional usefulness by its , substitution for barter and payments 
in kind, and by the extension of international trade; and 
money is one of the kinds of wealth the invention and variations 
of which form a most instructive chapter in economical history. 
Adam Smith, it should be observed, did not fall into the error 
of later antagonists to the Mercantile theory. His doctrine was^ 
that wealth consists chiefly, not in money, but in consumable 
commodities; in the neoessaries, conveniences, and luxuries of 
life. Although he did not systematically investigate the subject, 
he has in several passages indicated important differences in the 
economic effects of different sorts of wealth, and pointed out 
some essential changes which have taken place in its component 
elements, in the progress of society. 

Closely connected with the illusory exposition of the nature 
of wealth to which attention has been drawn is the doctrine of 
abstract political economy, that the mental principle which 
leads to its production and accumulation ^ is the desire of 
wealth.’ No other branch of philosoj)hy is still so deeply 
tinctured with the realism of the schools as economic science.. 
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A host of different things resemble each other in a single aspect, 
and a common name is given to them in reference to the single 
feature which they have in common. It is, properly speaking, 
only an indication of this common feature, bniJ it puts their 
essential differences out of mind, and they come to be thought 
of in the lump as one sort of thing. The desire of wealth is a 
general name for a great variety of wants, desires, and senti- 
ments, widely differing in their economical character and effect, 
undergoing fundamental changes in some respects, while 
preserving an historical continuity in others. Moralists have 
fallen into a similar error, though from an opposite point of 
view, and, in their horror of an abstraction, have denounced, 
under the common name of love of wealth, the love of life, 
health, cleanliness, decency, knowledge, and art, along with 
sensuality, avarice, and vanity. So all the needs, appetites, 
passions, tastes, aims, and ideas which the various things 
comprehended in the word "^ wealth ’ satisfy, are lumped together 
in political economy as a principle of human nature, which is the 
source of industry and the moving principle of the economic 
world.^ ^That every man desires to obtain additional wealth, 
with as little sacrifice as possible, is in political economy,’ says 
Mr. Senior, ^ what gravitation is in Physics, or the dictum de 
Omni et miUo in Logic, the ultimate fact beyond which reason- 
ing cannot go, and of which almost every other proposition is 
merely an illustration.’ The division of labour, the process of 
exchange, and the intervention of money, have made abstract 
wealth or money appear to be the motive to production, and 
veiled the truth that the real motives are the wants and desires 
of consumers; the demands of consumers determining the 
commodities supplied by producers. After all the reproach east 
on the Mercantile School, modern economists have themselves 
lapsed into the error they have imputed to it. If every man 
produced for himself what he desires to use or possess, it would 
be patent and palpable how diverse are the motives summed up 

* Many years ago I endeavoured to draw attention to the error of both 
economists and moralists on this subject, in an Essay on the Love of Money, 
repi'inted at the beginning of the present volume. 
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in the phrase ^ desire for wealth ^—motives which vary in 
different individuals, different classes, different nations, different 
sexes, and different states of society. Hunger and thirst were 
the first forms^of the desire of wealth. A desire for cattle is its 
principal form at the next social stage. A desire for land 
comes into existence with agriculture ; but the desire for land is 
itself a name for different feelings, aims, and associations, in 
different ages, countries, classes, and individuals, producing at 
this day widely different effects in two countries so close to each 
other as England and Eranoe, Adam Smith’s historical and 
inductive mind hei’e again preserved him from the realistic 
error. He has even attempted to indicate the actual order in 
which the desires of wealth succeed one another in the progress 
of history ; and although his generalizations on this point are 
scanty and inaccurate, they ought to have suggested a fruitful 
lino of investigation to his followers, and doubtless would have 
done so hut for the dominion over their minds which the abstract 
method acquired. His illustrious successor, John Stuart Mill, 
has indeed made some instructive observations on the point in 
the Preliminary Remarks of his / Principles of Political Eco- 
nomy,^ but he had been brought up in the straitest sect of the. 
abstract economists, and his method was formed before his mind 
was matured ; so that there is no systematic application of 
historical and inductive investigation in his treatise, although it 
abounds in luminous suggestions, and corrections of the crude 
generalizations of the school in which he was taught. Art 
investigation of the diverse and varying desires confounded in 
the phrase ^ desire of wealth ’ would he requisite, were we even, 
with some of that school, to regard Political Economy as a mere 
theory of exchanges and value. For the value of commodities 
rises and falls with changes in the degree and direction of these 
desires. Both in England and France, the love of land, for ex- 
ample, raises its price out of proportion to the income it yields ; 
but this may not always be, as it has not always been, the case ; 
or, on the contrary, it may display itself hereafter in increased 
price. At this day it is a national passion in France, but felt 
only by a limited number in England. Works of art, again, 
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undergo extraordinary variations in value mtli the currents of 
fasMon and taste ; and diamonds would lose almost all their 
value were the indifference towards them, ali-eady felt hy one 
sex in this country, to extend to the other, and to become 
general throughout the world. 

It is true that a love of acoumulation or of property, an 
^acquisitive propensity, a desire for wealth apart from its 
imnaediate or particular uses, is a principle of social growth of 
which the economist must take account. But this principle 
opens up another neglected chapter in the soience of rvoalth, fur 
the love of property, or of accumulation, takes very different 
concrete forms in differeirt states of society. Were tlmro no 
division of labour, it would take forms— land, cattle, houses, 
fui-niture, clothing, jewels, &c. — determined by the e-xisting or 
anticipated wants of the acoiimulator himself, or his family. 
In the actual commercial world in which we live its fonns arc 
determined, either by the wants and demands of other con- 
sumers, or the aocumnlator’s own desires, antieijiations, and 
associations. The holder of a shai'e in a mine may never see 
his investment, and may have no de.sire for the coal, iron, or 
silver it contains, yet the form of his accumulation is detenninod 
by tbe demand for these particular kinds of wealth on tlio pfart 
of suxTounding society. 

The questions we have been disciussing aro immediately 
■connected with the conditions which govern the amount: of 
wealth. The abstract theory on this subject is of the juost 
fragmentary character. It exists endy in the i'oi'iu of a :ftnv 
propositions and doctrines, suclx as that, undm- the iniluema* of 
•the desire of wealth, human energy and effort: arc t.;tHi.«ti,mt}y 
■devoted to its acquisition ; that its amount is largely augmented 
by the division of labour; that of tlie three givaf instrumenfs 
of production, the supply of two —hxbour and capita! --tends to 
increase, but that of the thix'd — land— i'cni:iin.s .stationary, whih:; 
its productiveness tends to deci'easc with the growth of popula- 
tion ; that wealth is inci’cased by pi'oduetivo aiul diniuiished by 
unproductive expenditure and cousumptiou, 1’hc iirst of thcr-o 
propositions loally throws as little light un (lit? anmniit us on 
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the nature of wealth. The desire for it is hy no means neces- 
sarily an incentive to industry, and still less to abstinence 
Waiy conquest, plunder, piracy, theft, fraud, are all modes of 
acquisition to which it leads. The robber baron in the reign of 
Stephen, and the merchant and the Jew whom he tortured' 
may have been influenced by the same motives. The prodigal 
son who wastes his substance in riotous living is influenced by 
the same motives-the love of sport, sensual pleasure, luxury 
and ostentatious display-which impel many other men to 
strenuous exjtion in business. Good cheer, meat, beer, and 
bacco, are the chief inducements to labour with the majority 
^ worhing men, and to beggary and crime with another part 

Ihey J^ a 7 ' 7 ‘“"‘I -iWoMli »Ltl. 

ihey are the ultimate incentives to all production, and without 
himselftasT superfluous expenditure, as Mr.' Senior 

Moieover, the effect of expenditure on the amount of wealth 
Jpends on the dim Jion which it takes, for example wletf ' 
of services and perishable commodities, or, on the contrary oJ 
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spen IS revenue, either in a profuse and sumiituous table "or 

of some hind ofoth r I!’.. 

favourable than the oth t if ^ expense is more 

is it likewise To t f f r" 

the clothing of the rich^ b ^ furniture, 

addling ranks of Lpeoplf^T 
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IBotli haYG come to denote the using up and destruction of 
things, whereas expenditure properly denotes simply the pmr- 
chase, and consumption simply the use, of the article in question. 
If the things purchased be of a durable kind, unproductive 
consumption so called may amount in reality to a form of 
accumulation. It was, in fact, one of the chief forms down 
to recent times. In the fifteenth century, and long afterwards, 
one of the chief modes of laying by for a man’s wife and family 
was the pui’ohase of plate, furniture, household stuff, and even 
clothing. Some modes of expenditure, although intended 
simply as such, may be actually productive, as in the case of 
articles which, like rare works of art, or lands for purposes of 
enjoyment and amusement, acquire increased value with time 
and the growth of surrounding wealth. Even a stock of wine 
in a private cellar may, on the death of the owner, prove to 
have been a good investment for his family. The main questions 
respecting the influence alike of the ^desire of wealth’ and of 
expenditure and consumption are ; To what kinds of wealth, 
what modes of acquisition, and what actual uses do they lead in 
different states of society, and under different institutions, and 
other surrounding conditions ? To what laws of social evolution 
are they subject in the foregoing respects? On these points 
we learn nothing from abstract political economy. A distin- 
guished English economist and man of science has lately 
admitted, in the following passage, the absolute necessity for a 
true theory of consumption: ‘We, first of all, need a theory 
of the consumption of wealth. J. S. Mill, indeed, has given an 
opinion inconsistent with this. “Political economy,” he says, 
“has nothing to do with the consumiffion of wealth, farther 
than as the consideration of it is inseparable from that of pro- 
duction, as from that of distribution. We know not of any 
laws of the consumption of wealth, as the subject of a distinct 
science ; they can be no other than the laws of human enjoy- 
ment.” But it is surely obvious that economics does rest upon 
the laws of human enjoyment, and that if those laws are 
developed by no other science, they must he developed by 
economists. We labour to produce with the sole object of 



172 On iJie PhilosopMcal Method of Political 


consuming, and the kinds and amounts of goods produced must 
ke determined with regard to what we want to consume. Every 
manufacturer knows and feels how closely he must anticipate 
the tastes andmeeds of his customers : his whole success depends 
upon it, and in like manner the theory of economics must begin 
with a correct theozy of consumption.^ * No such theory, 
however, respecting the effect of consumption on either the 
nature or the amount of wealth, can be forthcoming without a 
study of the history and the entire structure of society, and the 
I laws which they disclose. 

But further, in order to form any approach to an adequate 
•estimate of the influence of human desires on the amount of 
wealth, it must surely bo evident that we need an investigation, 
not only of the motives and impulses which prompt to the 
acquisition of wealth, bnt also of those which withdraw men 
from its pursuit, or give other directions to their energies. 
What abstract political economy has to teach on this subject is 
stated by Mr. Mill in his Essay on the Definition and Method 
of Political Economy, and also in his Logic, as follows:— 

‘ Political economy is concerned with man solely as a being 
who desires to possess wealth. It makes entire abstraction of 
every other human passion or motive, except those which may 
he regarded as perpetually antagonizing principles to the desire 
■of wealth, namely, aversion to labour, and desire of the present 
enjoyment of earthly indulgences. These it takes to a certain 
extent into its caloulation, because these do not merely, like 
other desires, occasionally conflict with the pursuit of wealth, 
but accompany it always as a drag or impediment, and are 
therefore inseparably mixed up in the consideration of, it.^ 
Abstraction has here clouded the reasoning of the most celebrated 
logician of the century. Had Mr. Mill looked to actual life, he 
must have at once perceived that among the strongest desires 
•confounded in the abstract ^ desire of wealth ^ are desires for the 
present enjoyment of luxuries; and that the aversion to labour 
itself has been one of the principal causes of inventions and 
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improvements wMch abridge it. Frugality, as Adam Smith 
has observed, has never been a characteristic virtue of the 
inhabitants of England ; commodities for immediate consump- 
tion and luxuries have always been the chief motives to exertion 
on the part of the bulk of the English population. The love of 
ease is the motive which has led to the production of a great, 
part of household furniture, and is one of the chief sources of 
architecture. 

great part of the machines,^ says Adam Smith, ‘ made 
use of in those manufactures in which labour is most subdivided, 
were originally the inventions of common workmen, who 
naturally turned their thoughts towards finding out easier and 
readier methods of performing it, ... One of the greatest 
improvements (in the steam engine) was the discovery of a boy 
who wanted to save his own labour.’ By what logical principle, 
moreover, can economists justify the admission of ‘ two antago- 
nizing* principles ’ into their theory while excluding or ignoring 
others ? In fact, no economist has ever been able to limit his 
exposition in this manner. Mr. Mill, in his own ‘ PrincixDles of 
Political Economy,’ follows Adam Smith in includiug in his 
doctrine of the causes which govern the choice of occupations 
and the rates of wages and profits, many other motives, such as 
the love of distinction, of power, of rural life, of certain pursuits 
for their own sake, of our own country, the consequent indis- 
position to emigrate, &o. 

The real defect of the treatment by economists of these 
other principles is, that it is superficial and unphilosophieal ; 
that no attempt has been made even to enumerate them 
adequately, much less to measure their relative force in different 
states of society; and that they are employed simply to j)rop up 
rude generalizations for which the authority of ‘ laws ’ is claimed. 
They serve, along with other conditions, to give some sort of 
support to saving clauses — such as ‘ allowing for differences in 
the nature of different employments,’ ^ cmter is parihusi^ ‘in the 
absence of disturbing causes,’ ‘making allowance for friction’ — 
by which the ‘law’ that wages and profits tend to equality 
eludes scrutiny. Had the actual operation of the motives in 
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•question lieeii investigated, it would iiave been seen to vary 
\videly in different states of society, and under different con- 
ditions. Tbe^love of distinction or social position, for example, 
may either counteract the desires of wealth, or greatly add to 
their force as a motive to industry and accumulation. It may 
lead one man to mate a fortune, another to spend it. At the 
head of the inquiry into the causes on which the amount of the 
wealth of nations depends is the problem. What are the con- 
ditions which direct the energies and determine the actual 
occupations and pursuits of mankind in different ages and 
countries.? A theory surely cannot be said to interpret the laws 
regulating the amount of wealth which takes no account, for 
instance, either of the causes that make arms the occupation of 
the best part of the male population of Europe at this day, or 

on the other hand, of those which determine the employments of 
women. 

Enough has been said in proof that the abstract a priori 
and deductive method yields no explanation of the causes 
which regulate either the nature or the amount of wealth. 
W^ith respect to distribution, it furnishes only a theory of 
exchange (or of wages, profits, prices, and rent), which wiU be 
hereafter examined. The point calling for immediate atten- 
tion 18, that such a theory, even if true, must be altogether 
inadequate to explain the distribution of wealth. One has 

Eimce, of the different paiiition of real and personal property 
in ngland, of the different partition of both between the two 
sexes, of the influence of the State, the Ohmuh, the Eamily of 
marriage and succession, to see its utter inadequacy. Take 
land, for example. Sir Henry Maine has justly observed that 
exchange lies historically at the source of its preset distribJtn 
m England to a greater extent than most modern writers on 
e subject seem aware. The purchase and sale of land was 
•active, both in the Middle Ages and in the age of the Eefor- 

Le But" ff " ,T’ ' " “ those'ages S 

since. But it is only by historical investigation that we can 
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mount up in this manner to purchase ; and the present distri- 
bution of land, descending from such a source, is none the less 
the result of another set of causes, among which that great 
historical institution, the Family, which has never ceased to be 
one of the chief factors in the economy of human society, holds 
a principal place. 

The truth is, that the whole economy of every nation, as 
regards the occupations and pursuits of both sexes, the nature, 
amount, distribution, and consumption of wealth, is the i^esult of 
a long evolution, in which there has been both continuity and 
change, and of which the economical side is only a particular 
aspect ‘or phase. And the laws of which it is the result must 
be sought in history and the general laws of society and social 
evolution. 

The snccession of the hunting, pastoral, agricultural, and 
commercial states is commonly referred to as an economic 
development ; but it is, in fact, a social evolution, the economical 
side of which is indissolubly connected with its moral, intel- 
lectual, and political sides. To each of these successive states 
there is a corresponding moral and intellectual condition with 
a corresponding polity. With the changes from savage hunting 
life to that of the nomad tribe, thence to fixed habitations and 
the cultivation of the soil, and thence to the rise of trade and « 
towns, there are changes in feelings, desires, morals, thought and 
knowledge, in domestic and civil relations, and in institutions 
and customs, which show themselves in the economic structure 
of the community, and the nature, amount, and distribution of 
its wealth. 

The celebrated German economist, Wilhelm Eoscher, has 
remarked that every economical system has a coiresponding 
legal system as its background ; but the more general proposition 
may be advanced that every successive phase of social progress 
presents inseparably connected phenomena to the observation of 
the economist, the jurist, the mental, the moral, and the 
political philosopher. The same institutions— marriage, the 
Family, landed property, for example— may be regarded fcom 
a moral, a legal, a political, or an economical point of view* 
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Both an intelleotual and a moral evolution is visible in the suc- 
cessive modes of satisfying human wants — by hunting and can-- 
nibalism; by ^ the domestication of animals, with slavery instead 
of the slaughter of captured enemies ; by agriculture, with 
serfdom gradually superseding slavery ; and by free industry 
and commerce, instead of conquest and piracy. And it may bo" 
afBrmed that the means by which wealth is acquired in suc- 
cessive states of society are subject to regular laws of social 
evolution, as a whole, although only in the earlier stages is. 
their operation easily traced. Slavery would exist in England 
at this day but for the co-operation of moral and political, 
with what are specially termed economical, causes. The suc- 
cessive evolution of the hunting, pastoral, agricultural and 
commercial states is intimately connected with the movement 
from status to contract,^ to employ Sir Henry Maine’s appro- 
priate formula ; one which affords striking evidence of the- 
indissoluble nature of the connexion between the moral, intel- 
lectual, legal, political and economical phases of social progress. 
Sir H. Maine has considered it chiefly in its legal aspects, but it 
is easily shown to involve the other aspects referred to. To 
that primitive state in which there are no individual rights, in 
which the legal position of every one— law then appearing in. 
the embryo form of usage— is determined by blood, biifh, and 
sex, there is a corresponding polity, that is to say, a rude tribal 
organization, not without analogy to that of a herd of wild 
animals ; and there is a correlative economic structure, limiting 
individual possession to certain articles of personal use, recog- 
nising no property in land, making sex and age the sole basis 
of division of labour, and leading to no exchanges between 
individuals. The moral condition is of a corresponding type. 
Communism in women is one of its original features; another 
is an entire absence of the feeling of individual responsibility. 
Tribes and groups of kinsfolk collectively are responsible for 
offences. 

The intelleotual state is strictly analogous. There is no 
mental individuality, no originality, or invention ; all think as 
well as act and live alike. The savage is a savage in his Intel- 
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lerfual development and ideas, as in his morals, his institutions, 
andhia economy. The movement from status to contract, on 
the other hand, evolves not only individual property from 
communal ownership, and rights based on individual agreement 
fiom the transactions of whole communities of families, but also 
individual responsibility and individuality of thought and 
invention. It is likewise inseparably connected with a political 
deve opment with the gradual growth of a central government 
and the substitution of the control of the State for that of the 
family or kindred. Every institution relating to property 
occupation and trade, evolved by this movement, is an economic 
as much as a legal phenomenon. Changes in the law of 
succession,^ the growth of the testamentary power, the alien- 
abilrfy of land, ^its liabiKty for debt, are economical, as well as 
juridical facts; they involve changes in the economical structure 
oi society, and in the amount and distribution of wealth. And 
every successive inteUectual discovery, every new employment 
of the mental energy, has its part in determining the economical 
conchtion of the nation. Apnori poHtical economy has sought 
to deduce the laws which govern the directions of hui^an 
energies, the division of employments, the modes of production 
and the nature, amount, and distribution of wealth, from an 
assumption _ respecting the course of conduct prompted by 
individual interest ; but the conclusion which the study of 
society makes every day more irresistible is, that the germ 
from which the existing economy of every nation has been 
evolved is not the individual, stiU less the mere personification 
* 0 an abstraction, but the primitive community— a community 
one in blood, property, thought, moral responsibility, and 
manner of life ; and that individual interest itself, and the 
desires, aims, and pursuits of every man and woman in the 
nation have been moulded by, and received their direction and 
form from, the history of that community. 

Both the desires of which wealth of different kinds is the 
object, and those which compete with them, are in every nation 
the results of its historical career and state of civilization. 


ill 
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What are called economical forces are not only connected, hut 
identical, with forces which are also moral and intellectual. 
The desires which govern the production, accumulation, distri- 
bution, and consumption of wealth are passions, appetites, 
affections, moral and religious sentiments, family feelings, 
CBsthetieal tastes, and intellectual wants. The changes which 
Roman wealth underwent after the conquest of Asia Minor 
represent moral changes ; the new desires of wealth which 
became dominant were glutton}^ sensuality, cruelty, and 
ostentation. These moral changes, again, were inseparably 
connected with the political history of Rome, and they had 
intellectual aspects which the author of the ^ Dialogue cle 
Oratoribus^ has vividly portrayed. Allusion was made in an 
earlier page to the passion for jewels which distinguishes the 
men of the East from the men of the West, and this form of 
the desire of wealth has sprung mainly from the absence for 
many ages of the conditions essential to general prosperity, 
economic progress, and the accumulation of wealth in really 
useful forms. Whei^e inseomity has long prevailed, not only 
are those aims and distinctions which take the place, with the 
growth of civilimtion, of personal display, prevented from 
emerging, hut a desire is generated for the kinds of wealth 
which contain great value in a durable and portable form, and 
are easily hidden, easily removed in flight, and nothing the 
worse for being buried for months or years. The wealth of 
England at this day, it should he observed, although dissimilar 
in some essential respects to that of Asia, ancient Rome, and 
mediseval Europe, displays also features of resemblance, alike to 
oriental, to classical, and to mediaeval wealth — for example, in 
architecture, both ecclesiastical and civil, in the structure of 
landed property and the associations surrounding it, and in the 
surviving passion in women for jewellery— which are, in fact, 
historical features. Our wealth is historical wealth, has been 
made what it is by historical causes, and preserves visible traces 
of its history. How long a history lies behind the feelings 
with which land is regarded, and its price in the market, as well 
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ras beliiiid its existing distribution ! Our whole national economy 
is a historical structure, and in no other manner to be explained 
•or accounted for. 

Recent apologists for the a priori and abstract method of 
•economic reasoning feel themselves constrained to confine its 
application to the most advanced stage of commercial society ; 
they seem even prepared to concede its mapplioability to every 
country save England, and to confine it to the latest development 
of English economy. The position which they take up seems 
to be, that the social evolution, already referred to as a move- 
ment from status to contract, issues in an economy to which the 
assumptions and deductions of abstract theory respecting the 
tendencies of individual interest fit. In modern England, they 
say, there is such a commercial pursuit of gain, and such a 
consequent choice of occupations, as to effect a distribution of 
the produce of industry to which the doctrines of Ricardo 
respecting wages, profits, prices, and rents may be fairly applied. 
They thus abandon at once the claim formerly made on behalf of 
political economy to the character of a universal science founded 
on invariable laws of nature. ^ Political Economy,’ said Mr. Lowe 
only six years ago, ‘belongs to no nation ; it is of no country : 
it is founded on the attributes of the human mind, and no 
power can change it.’ It is now restricted by Mr. Bagehot to 
‘ a single kind of society — a society of grown-up competitive 
commerce, such as we have in England.’^ The economic 
society which we behold in England, and which is the result of 
the social evolution referred to, is, however, one which displays 
on every side the influence of tradition, custom, law, political 
institutions, religion and moral sentiment ; it is one in which the 
State, the Family, and even the Church, are powerful elements 
directly and indirectly, and in which the pursuits of individuals, 
the natme and value of different kinds of wealth, the structure 
of trades and professions, are incapable of explanation apart 
from history. It is one in which, as Mr. Bagehot himself has 
remarked, ‘ there are city families, and university and legal 
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families—families "wliere a special kind of taste and knowledge* 
are passed on in each, generation by tradition^ ; and in which 
the system even of banking and the money market is the product 
of a peculiar history. Not even looking exclusively to the 
purely commercial side of the English economical structure ; not 
even as a mere analysis of ‘business’ or ‘commerce/ in the- 
narrowest sense, is the abstract theory which used to claim rank 
as a Science of Wealth able to hold its ground. It is, in fact, 
as inapplicable to the most advanced stage of commerce as to that 
primitive state of nature from which Bicardo deduced it by a 
process which deserves a high place in the history of fallacies, 
and which was not present to Mr. Mill’s mind when arguing 
that ‘ no political economists pretend that the laws of wages, 
profits, values, prices, and the like, set down in their treatises 
would bo strictly true, or many of them true at all, in the 
savage state.’^ The principal foundation of Ricardo’s theory 
of value, prices, wages, and profits, is the assumption that 
‘ in the early stage of society the exchangeable value of 
commodities depends almost exclusively on the comparative 
qtiantity of labour expended on each. Among a nation of 
hunters, for example, it is natural that what is usually the* 
produce of two days V or two hours’, labour should be worth 
double of what is usually the produce of one day’s or one hour’s, 
labour.’t The minor premiss in his syllogism is the assumption 
that it is ‘ natural ’ that in a tribe of savages things should 
exchange in proportion to the labour required to produce them 
the major j)remiss is, that what is natural in the earliest must 
be natural in the most advanced state of society. The minor- 
involves a peiitio princijni, and one entirely at variance with 
fact, for savages work only by fits, and have no measures of 
labour and sacrifice. The pmduoe of the chase is determined 
largely by chance. Such exchanges as take place are of the* 

^ Atigttste Oomte and PosUivim. JBy J. S. Mill, p. 81 . 
t ' Tliat this is really tHe foundation of the exchangeable value of all things,, 
he continues, ‘ e^^^pthig those which cannot be increased by human industiy, is., 
a doctrine of the utmost importance in Political Wo 

Ed. M'CulIoch, p. 10, 
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•special products of different localities, and between groups or 
communities, not individuals. If any exchanges took place 
between individuals within the community, they would obviously 
he governed, not by cost of production, but like '^the exchange 
between Esau and Jacob, by the urgency of the respective needs 
'of the parties. The major premiss, on the other hand, involves 
the fallacy of undistributed middle, the two states of society 
being entirely dissimilar. Thrown into a form less unfavourable 
to Ricardo’s conclusion than the one he has himself given to it, 
his argument is, that in a small and stationary community — ^in 
which employments are few and simple, and every man knows 
all his neighbours’ affairs, how much they make, how they 
make it, and can transfer himself to any more gainful employ- 
ment than his own — the values of commodities and the earnings, 
of individuals depend on labour and sacrifice ; and therefore, in 
a great commercial nation in which there is an infinite sub- 
division of labour, an immense and ever-increasing variety of 
occupations, incessant change in the modes of production and 
in the channels of trade, constant fluctuations in speculation, 
credit and values, and in which each man has enough to do to 
mind his own business — ^wages, profits, and prices, and the 
distribution of the gains of production, are determined by the 
same principle, namely, the labour and sacrifice undergone by 
pi-odneers. It is the conclusion thus arrived at by Ricardo 
which Mr. Bagehot sets forth as the first fundamental as- 
sumption of abstract political economy, applied to advanced 
commercial society, though with an exception with respect to one 
sex which illustrates its essential weakness. ^ The assumption,’ 
he says, ^ which I shall take is that which is perhaps oftener 
made in our economical reasonings than any other, namely, that 
labour (masculine labour, I mean) and capital circulate within 
the limits of a nation from employment to employment, leaving 
that in which the remuneration is smaller, and going to that 
in which it is greater. No assumption can be better founded, as 
irespeots such a country as England, in such an economical state 
as our present one.’ It is an assumption equally ill-founded 
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earliest and the most advanced ;■ — to the former, because there 
is no regular labour, no calculation of gain, and no exchange- 
between individuals ; to the second, because each of a vast 
multiplicity of occupations needs unremitting attention, and 
exchanges are infinitely numerous, and subject to perpetual 
variations in the conditions affecting them* Ricardo ignored 
both the homogeneousness of primitive, and the heterogeneous- 
ness of advanced, society; Mr. Bagehot ignores the infinite 
heterogeneousness of the latter. The assumption really made 
its only approach to truth in the intermediate economical stage 
to which Adam Smith expressly limited it, when he restricted 
it to well-known and long-established employments, in the 
same neighbourhood, undisturbed by speculation or other 
causes of fluctuation, and between which there is perfect 
facility of migration^' — in other words, to a small and stationary 
world of trade. Consider the complexity of the causes which, 
in the modern commercial world, affect the price of a single 
commodity, and judge of the possibility of estimating the 
relative profit to be made by the manufacture and sale of every 
article. The following passage, written by one of the most 
eminent living philosophers, with no reference to political 
economy, will enable the reader to form some conception of the 
demand which the abstract economic assumption makes on his 
faith : — ^The extreme complexity of social actions, and the 
transcendent difficulty which hence arises, of counting on special 
results, will be still better seen if we enumerate the factors 
which determine one single phenomenon, the price of a 
commodity^ — say cotton. A manufacturer of calicoes has to- 
decide whether he will increase his stock of raw material, at its. 
current price. Before doing this, he must ascertain, as well as 
he can, the following data .‘-—Whether the stocks of calicoes in 

* In order that this equality may take place in the whole of the advantages and 
disadvantages of the different employments of labour and stock, three things 
are requisite, even where there is the most perfect freedom. First, the employ- 
ments must he well known and long established in the neighbourhood ; secondly, 
they must he in their ordinary or natural state ; and thirdly, they must be the 
sole or principal employments of those who occupy them.— ;fi?«^^A of Nations^, 
Hook i., e. 10. 
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flie hands of manufacturers and wholesalers at home are large 
or small ; whether by recent prices retailers have been led to 
lay in stocks or not ; whether the colonial and foreign markets 
are glutted or otherwise ; and what is now, and is likely to be, 
the production of calico by foreign manufacturers. Having 
formed some idea of the probable demand for calico, he has to 
ask what other manufacturers have done and are doing as 
buyers of cotton — whether they have been waiting for the price 
to fall, or have been buying in anticipation of a rise. From 
cotton-brokers^ circulars he has to judge what is the state of 
speculation at Liverpool — whether the stocks there are large or 
small, and whether many or few cargoes are on their way. The 
stocks and prices at New Orleans and other cotton ports have 
also to be taken note of ; and then there come questions respect- 
ing forthcoming crops in the States, in India, in Egypt, and 
elsewhere. Here are sufficiently numerous factors ; but these are 
by no means all. The consumption of calico, and therefore the 
consumption of cotton, and the price, depend in part on the sup- 
plies and prices of other textile products, . , . Surely the factors 
are now all enumerated ? By no means. There is the estimate 
of mercantile opinion. The views of buyers and sellers respect- 
ing future prices, never more than approximations to the truth, 
often diverge from it widely. . . . Nor has he got to the end 
of the matter when he has considered all these things. He has 
still to ask, what are the general mercantile conditions of the 
country, and what the immediate future of the money market 
will be, since the course of speculation in every commodity 
must be affected by the rate of discount. See, then, the 
enormous complication of causes which determine so simple a 
thing as the rise or fall of a farthing per pound in cotton some 
months henoe.'^ To admit the assumption on which the 
abstract doctrine of the equality of profits rests — and on which, 
again, the doctrine of indirect taxation is based— one must be 
prepared to admit that men in business are able to make, and 
do make, similar calculations respecting every other commodity. 
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and tlius are enaUed to estimate the relative profits of different 
businesses. 

The only Terification adduced in. support of the assumption 
is, that capital and labour desert employments known to be 
comparatively unremuiierative for those which are known to 
yield better returns. Even this proposition is far from being 
universally true, and, if it proved the conclusion, would prove 
that the migration of labour from Europe to America must long 
ago have equalized European and American wages, Mr. Mill, 
in stating the doctrine, has granted that individual profits 
' depend, among other things, ‘ on the accidents of personal 
connexion, and even on chance,’ adding, ‘that equal capitals 
give equal profits, as a general maxim of trade, would be as 
false as that equal age or size gives equal bodily strength, or 
that equal reading or experience gives equal knowledge.’ He 
supposed, however, that bankers and other dealers in money, by 
lending it to the more profitable trades, put the various employ- 
ments of capital ‘ on snob a footing as to hold out, not equal 
profits, hut equal exj)ectations of profit.’ In like manner, Mr. 
Bagehot argues that ‘the capital of the country is by the 
lending capitalists transmitted where it is most wanted.’ If 
individual profits vary to the extent which Mr. Mill admitted, 
since there are no means of knowing what individual profits 
really are, it is hard to imagine how bankers and bill brokers 
can gauge the existing profits of different trades, and still 
harder to imagine how they can foreknow them. How much 
they really know of the matter has been recently exemplified by 
the transactions of banks and bill brokers in the cases of Messrs. 
Overend and Gnrney, and Messrs, Collie and Co.^‘ Mr. Bagehot 
himself, writing on the money market and joint-stock hanks, ' 
has observed : ‘ The old private banks in former times used to 
lend much to private individuals ; the banker formed his judg- 

* Oa the failure of these firms a commercial writer observes: ‘The nation 
entrusted most of its floating capital to the bill-brokers, and the public found that 
they bad no cbeck on tbeir indiscretion. , . . Bankers took the bills as securitj- 
because bill-brokers did, and hardly stopped to test the bills or to study tbeir 
of Market 
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ment of the discretion, the sense, and the solvency of those to 
v^hom he lent. And when London was by comparison a small 
city, and when by comparison everyone stuck to his proper 
business, this practice might have been safe. But now that 
London is enormous, and that no one can watch anyone, such 
a trade would be disastrous ; it would hardly be safe in a coun- 
try town/^' 

If there is one lesson which the history of trade and the 
money market in the last ten years ought to have brought home 
to us more clearly than another, it is that both the lending and 
the borrowing capitalists, both bankers and traders, are singularly 
ill-informed and short-sighted with respect even to the con- 
dition and prospects of their own business. The Deputy 
Governor of the Bank of England told a meeting of Turkish 
bondholders, a few months ago, that he had gone into these 
bonds largely himself, and had advised others to do so. A man 
-of business, of considerable experience, had asked my own opinion, 
as an economist, of that very secxirity, and afterwards complained 
that I had dissuaded him from a good investment. 

Such is the stability of the main proposition of abstract 
political economy. The nature of the superstructure built on 
it may be judged from the doctrine that all special taxes on 
production fall, not on the producer, but on consumers, the 
former receiving the tax with ^ average ^ profit on its advance ; 
although, in fact, the producer may make no profit, may never 
sell the articles taxed, may even be driven from the trade and 
ruined by the impost, as the last load which breaks the back of 
the camel, for taxation has notoriously contributed to drive 
the smaller capitalists from several branches of business— for 
example, distilling and brewing. I must leave it to physicists, 
geologists, and naturalists, to judge of the analogy for which Mr. 
Bagehot contends, of reasoning of this kind to the processes by 
which their sciences have been built up ; nor may I attempt to 
pass judgment on the sufficiency of the method which Mr. 
Darwin, in particular, has followed. But when it is urged that 
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the abstract economist, like Mr. Darwin, reasons deduotivelj 
from ^ one mra ccmscf^ the rejoinder is obvious that the ^ desire 
of wealth/ which in abstract political economy occupies the place 
of gravitation in astronomy, and of natural selection in Mr. 
Darwin’s theory, so far from being a vera causa, is an abstraction, 
confounding a great variety of different and heterogeneous 
motives, which have been mistaken for a single homogeneous, 
force; and that Mr. Darwin’s hypothesis was based on many 
previous inductions, and followed by minute and elaborate 
verification, for which the sole substitute in political economy 
has been an ignoratio elenchi, Mr. Oairnes, indeed, emphasizes 
in italics the proposition that ‘the economist starts with a 
knowledge of ultimate causes ; f adding : ‘ He is already, at the 
outset of his enterprise, in the position which the physicist only 
attains after ages of laborious research. If anybody doubts 
this, he has only to consider what the ultimate principles 
governing economic phenomena are." Pirst among these 
‘ ultimate principles ’ he places ‘ the general desire for physical 
well-being, and for wealth as the means of obtaining it.’ Yet 
the desire for physical well-being is so far fx*om being identical 
with the desire of wealth, that they are often in direct antago- 
nism to each other. And the title of such an abstraction as 
the desire for wealth to rank as an ultimate principle has been, 
it is hoped, sufficiently refuted. 

The abstract a priori method, it ought not to he overlooked, 
has almost entirely lost credit in Germany, and has never had 
undisputed possession of the field in either England or Erance. 
It is repudiated by M. de Laveleye, and by some of the most 
eminent economists in Italy. Malthus and Say, the two most 
eminent contemporaries of Sioardo, emphatically protested 
against it. Mr. J. S. Mill’s treatise on the ‘ Principles of 
Political Economy’ often departs from it, and in his later 
writings he showed an increasing tendency to question its 
generalizations. Nor did the founders of political economy, 
either in England or France, intend to separate the laws of the 
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economical world from the general laws of society. Their error 
lay in the assumption of a simple haiinonious and beneficent 
order of nature 'in accordance with which human wants and 
I)ropensities tend to the utmost amount of wealth, happiness^ 
and good. Mercier de la Eiviere, whom Adam Smith calls the 
best expositor of the doctrines of the Ecohomistes, entitled his 
work ^L’Ordre Naturel et Essentiel des Soeietes Politiques^ ; 
and with Adam Smith himself political economy was part of a 
complete system of social philosophy, comprising also natural 
theology, moral philosophy, and jurisprudence. He regarded 
the economical structure of the world as the result of a social 
evolution, but the dominant idea of a natural order of things 
disposed him to dwell chiefly on ^ the natural progress of 
opulence’; and led him to regard its, actual progress as ^un- 
natural and retrograde’ wherever it diverged from the imaginary 
natural order, in place of being the result of the real laws of 
nature at work. He followed, neverthelesSj the historical, as 
well as the a prior% method, the latter being simply an offshoot 
of the eighteenth century theory of Natural Law; and the same 
language may be used in reference to political economy, which 
Sir H. Maine has employed in describing the influence of that 
theory on jurisprudence : ‘It gave birth or intense stimulus to 
vices of mental habit all but universal, disdain of positive law, 
impatience of experience, and the preference of a priori to all 
other reasoning. . . . There is not much presumption in 
asserting that what has hitherto stood in the place of a science 
has, for the most part, been a set of guesses, the very guesses 
of the Eoman lawyers.’^ 

Ricardo’s fundamental assumption is a ‘ guess ’ respecting 
the natural principle regulating value and the distribution of 
wealth in the early stages of society, or in a state of nature ; 
and he proceeds to determine by the same process the ‘ natmal’ 
course of wages, profits, and prices in advanced society. In 
proof that every improvement in the processes of manufacture- 
which abridges labour is attended with a corresponding fall in 
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the price of the product, his argument is: ^ Suppose that, in 
the early stages of society, the bow and arrows of the hunter 
were of equal value and of equal durability with the canoe and 
implements of the fisherman, both being the produce of the 
same quantity of labour. Under such circumstances, the value 
of the deer, the produce of the hunter’s day’s labour, would be 
exactly equal to the value of the fish, the produce of the fisher- 
man’s day’s labour. The comparative value of the fish and 
the game would be entirely regulated by the quantity of labour 
realized in each, whatever might be the quantity of production, 
or however high or low general wages or profits might be.’ 
To prove that profits are equalized in the modern world by the 
flow of capital into the more profitable trades, he resorts, in 
like manner, to a ^ guess’ ‘ It is perhaps very difficult to trace 
the steps hy which this change is effected : it is probably by 
a manufacturer not actually changing his employment, but 
only lessening the quantity of capital he has in that employ- 
ment.’ How far this conjecture was well founded appears in 
his own words in the same chapter. ^ The present time appears 
to be one of the exceptions to the justice of this remark. The 
termination of the war has so deranged the division which 
before existed of employments in Europe, that every capitalist 
has not found his place in the new division which has now 
become necessary.’ 

Mr. Gairnes defines political economy as Hhe science which 
traces the phenomena of the production and distribution of 
wealth up to their causes in the principles of human nature and 
the laws and events, physical, political, and social, of the 
external world.’^ This process has been exactly reversed by 
the a priori 2i.TidL deductive method. The economist ^starts,’ 
according to it, with the assumption of a ^ knowledge of ultimate 
causes,’ and deduces the phenomena from the causes so assumed. 
What has still to he done is to investigate the actual pheno- 
mena, and discover their ultimate causes in the laws of social 
evolution and national history. The bane of political economy 

^ Logical Method of J^oUtical Economy y ^7 . 
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Las been tbe baste of its students to possess themselves of a. 
complete and symmetrical system, solving all the problems, 
before it with mathematical certainty and exactnegs. The very 
attempt shows an entire misconception of the nature of those 
problems, and of the means available for their solution. The 
phenomena of wealth may be made the subject of a special 
inquiry by a special set of inquirers, but the laws of coexistence 
and sequence by which they are governed must be sought in 
the great Science of Society, and by the methods which it holds, 
out. And that science itself is still in its infancy. Auguste 
Comte’s ^ System of Positive Philosophy’ (not his ‘ System of 
Positive Polity ’) is a work of prodigious genius, yet it did but 
suggest and illusteate, it did not create, the science— that could 
not be done by a single mind, nor in his time; still less did it 
work out the connexion between the economic and the other 
phases of the social evolution. If Political Economy, under 
that name, be not now bent to the task, it will speedily be 
taken out of the hands of its teachers by Sociology. 

Inadequate as is the exposition contained in this Essay, 
it is submitted as establishing, on the one hand, that the 
abstract and a priori method yields no explanation of the laws 
determining either the nature, the amount, or the distribution 
of wealth ; and, on the other hand, that the philosophical 
method must be historical, and must trace the connexion between 
the economical and the other phases of national history. As 
regards the nature of wealth, it has been shown that essential 
differences in its kinds and constituents, profoundly* affecting 
the economical condition of mankind, manifest themselves at 
different stages of progress, and that their causes must be sought 
in the entire state of society- — physical, moral, intellectual, and 
civil. The amount of wealth has been proved to depend on all 
the conditions determining the direction and employments of 
human energies, as well as on the state of the arts of production, 
and the means of supply. And the distribution of wealth has 
been shown to be the result, not of exchange alone, but also 
of moral, religious, and family ideas and sentiments, and the 
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exchange itself demonstrably varies at different stages of social 
progress, and is by no means in accordance with the doctrines 
of a ^mori ^political economy. Every successive stage— the 
hunting, the pastoral, the agricultural, the commercial stages, 
for example — has an economy which is indissolubly connected 
with the physical, intellectual, moral, and civil development ; 
and the economical condition of English society at this day is 
the outcome of the entire movement which has evolved the 
political constitution, the structure of the family, the forms of 
religion, the learned professions, the arts and sciences, the state 
of agriculture, manufaoture>s, and commerce. The philosophical 
method of joolitical economy must be one which expounds this 
■evolution* 



XVL 


POLITICAL ECONOMY AND SOOIOLOOY* 

Philosophical, like religious and political history, is the history 
of change and reform, of the decline of old and the rise of new 
systems, and the reformers encounter the same opposition in 
the world of philosophy as in that of religion and politics, being 
accused of attempts to destroy what they seek to regenerate and 
preserve. Those whose interest or pride is on the. side of the 
old system resist the new one as an attack on themselves, but 
they call it an attack on religion, on the constitution, on 
science, or on some venerable name. The upholders of an 
ancient worship did not cry imblicly that their craft was in 
danger to be set at nought, but ^ Grreat is Diana of the 
Ephesians.^ So a cry is now heard in reply to Mr. Ingram 
from an old sect of economists of the greatness of Adam Smith. 
And it is well that the cry is now for him instead of Eioardo. 
Not long ago Adam Smith’s name was seldom heard ; his 
reputation was eclipsed by Eioardo’s ; the ‘ Wealth of Nations^ 
was treated as almost obsolete. A sort of mythical glory 
■surrounded Eicardo, and we may realize in his instance the 
process by which the ballads of a number of singers came to be 
ascribed to one bard, and the exploits of a line of chiefs and 
warriors to a single hero. A theory to which a contemporary 
of Adam Smith was led by his own experience and observation 
of farming in Scotland, and which was afterwards reproduced 

'^ Fortnightly EevmVf January 1, 1879,— In connexion this Essay, and 

the controversy referred to in it, see The Fresent Fosition md Frospects of Folitical 
Eoonomyj by John K. Ingram, E.T.C.B., and an article in the Nineteenth Century ^ 
Novemher, 1878, entitled ‘ Eecent Attacks on PoEtical Economy/ by the Bight Hon. 
Bohert Lowe. M.P. ^Lord SherhrookfiL 
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l)y two contemporaries of Ricardo, came to be called ‘ Ricardo’s 
Theory of Rent,’ in spite of his own acknowledgment in his 
preface and ^elsewhere that he took it from Mai thus and West,, 
and of the fact that only the exaggerations and inaccuracies 
were his own * Mr, Mill’s theory of international values has 
in like manner been traced to Ricardo, contrary to its author’s 
own statement in his Autobiography of its independent origin. 
Mr. Mill himself, indeed, though he so qualified and amended 
the doctrines of his predecessor that the latter could scarcely 
have recognized them, and brought new elements and conditions 
within the field of political economy, sometimes spoke with the 
piety of a disciple, and has been represented by some of his own 
followers as little more ; the giant thus standing on the shouldera 
of the dwarf to see over his head. It is a sign, then, that 
Ricardo has lost ground when his adherents fall back on Adam 
Smith, just as a victory was gained when theologians could no* 
longer oppose a new doctrine as contrary to the Fathers, and 
were driven to contend that it was against the Bible, which 
they had before kept in the background. A bold attempt may 
he made now and then hereafter to rehabilitate Ricardo, but 
practically he is given up. It is to he noted that the phrasO' 

^ desire of wealth,’ which with some of, his successors is made to* 
hear the whole weight of political economy, was not used by 
Ricardo. But that is only because he dispensed altogether 
with psychology, and with all inquiry into the mental forces 
at work ; setting out with naked assumptions, such as that it is 
‘ natural ’ that the value of things should be proportionate to 
the labour of producing them, and that the ‘natural’ rate of 
wages is the price of the labourer’s subsistence. These nebulous 
assumptions -are not only both false, hut also contradictory ; for 
if the cost of the labourer’s subsistence determined the rate of 
wages, it could not vary in different occupations with the nature 

* ‘ In all that I have said coneerning the origin and progress of rent, I have 
hriefly repeated and endeavoured to elucidate the principles which Mr. Malthus has: 
so ably laid down, on the same subject, in his Jnquinj into the Nature and Progress 
of Menty a work ahoundiiig in original ideas/ — Mieardo's JForkSy McCulloch’s ed., 
p. 374. Compare the preface to Eicardo’s of Foliiical JSconomg amC 
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of the work. A deduction from the assumed relation between 
wages and food, on which much of his system was built, was 
that a tax on corn could not fall on the labouring class, and 
this doctrine, as both Oobden and Sir Eobert Peel have borne 
witness, was the main cause of the Corn Law. His theory, that 
no improvement or economy in production can augment profit 
unless it lowers wages, has in like manner done incalculable 
harm. Mt has been/ he says in his treatise, *my endeavour 
throughout this work to show that the rate of profits can never 
be increased but by a fall of wages.’ Had he been an English 
Lassalle or Karl Marx, and his main object to sow enmity 
between capital and labour, he could not have devised a doctrine 
better adapted to the purpose. The notion, too, which his 
language did much to establish, that all wealth, including 
capital itself, is the produce of labour, in the sense of manual 
labour, exclusive of the capitalist’s enterprise, invention, trouble, 
and abstinence, is actually the corner-stone of the creed of the 
Grerman ‘ social democrat.’ Political economy is, then, emerging 
from a oioud. oi petiUo bad generalization, and mis- 

chievous fallacy, when the controversy turns on the system of 
Adam Smith. It reminds one of the contest between the spirits 
of darkness and light for the body of Moses, to find the 
followers of Eioardo claiming Adam Smith for their prophet, 
and seeking to make his shrine the prop of a falling super- 
stition. 

The I’eal issue, of course, is not what Adam Smith’s system 
was, but what is the true one; the two questions, however, are 
not unrelated. ‘ Whom ye ignorantly worship, him declare I 
unto you,’ the true disciple of Adam Smith may say to those 
who raise altars to his name, but to whom he is virtually an 
unknown being. Not only is the phrase ‘ desire of wealth ’ 
not to be found in the ‘ Wealth of Nations,’ and Adam Smith 
guiltless of a vicious abstraction that has done much to darken 
economic inquiry ; he introduced into his theory of the motives 
to exertion and sacrifice various desires and sentiments besides 
those which have wealth for their object. A writer from whom 
something more may he learned than was known in the days 
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of Plato respecting the philosophy of society, history, and law, 
has observed, with respect to the deductive economists’ practice, 
of setting aside a number of forces as friction,’ that the best 
corrective would be a demonstration that this so-called friction 
is capable of scientific analysis and measurement.* Friction is 
not, one may remark, a very appropriate or an adequate term, 
indicating neither the strength nor the mode of operation of 
the forces included under it. It would hardly seem correct to 
say that the earth is prevented by friction from falling into 
the sun. The motives, too, ‘ eliminated’ in this fashion act in 
oi}posite ways, sometimes counteracting and sometimes stimu- 
lating by an additional object the love of gain. But Adam 
Smith was so far from ^eliminating’ them, that he has set the 
■example of an attempt to carry out Sir Henry Maine’s idea 
■of subjecting them not only to analysis, but to measurement. 
The assertion of a recent advocate of the a priori and deductive 
method, that the whole science of political economy is based on 
the desire of wealth and aversion from labour, is contrary not 
only to the spirit but to the letter of Adam Smith’s VWealth 
of Nations.’ It is characteristic, indeed, of the laxity of the 
deductive method, in spite of its pretence of rigorous logic, 
that immediately after laying down the foregoing proposition 
Mr. Lowe drops one of the two abstractions contained in it, 
and affirms that Adam Smith’s method was successful because 
the subject admitted of the elimination of all motives save the 
single one of pecuniary interest. And at the centenary of the 
^ Wealth of Nations ’ he pronounced that ^ the result of Adam 
Smith’s investigation amounts to this, that the causes of wealth 
are two,* work and thrift, and the causes of poverty two, 
idleness and waste’; adding that, in his own opinion, no more 
need he known, or perhaps could be known, on the subject. 
Nearly three thousand years before Adam Smith, Solomon had 
■said as much; summing up in his proverbs on the subject the 
results of sagacious observation and induction, while men in 
general sought to grow rich by shorter methods, such as prayer 


^ Village Coinmunities in the Bist and West. Third Edition, p. 232 . 
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to tlieir gods, as in later times hy tlie aid of human pro- 
tectors. 

But to set aside all other motives to exertion besides riches 
is quite opposed to Adam Smith’s rationale of the choice of 
employments, and the different rates of wages and profit* 
Observing that these were everywhere in Europe extremely 
different in different occupations, he traced the diversities to 
various circumstances Vwhich, either really or in imagination, 
make up for a small pecuniary gain in some, and counterbalance 
a great gain in others ^ — the desire, for instance, of credit, dis- 
tinction, or health, the love of independence, power, or country 
life, the interest in certain pursuits for their own sake, the 
■dislike of others on various accounts. The eases in which such 
influences come into play in . his system are by no means 
•abnormal or uncommon. He examined their operation in many 
of the ordinary employments of life— the farmer’s, the weaver’s, 
the smith’s, the collier’s, the carpenter’s, the painter’s, the 
butcher’s, the j evveller’s, the soldier’s, the sailor’s, the barrister’s, 
the author’s ; and sought to measui'e them by a pecuniary 
standard. Honour, he said, formed a great part of the reward 
of all honoux'’able professions. The farmer’s profit was lower 
than the merchant’s or the manufacturer’s in proportion to the 
other attractions of his business. So far from building a science 
of the production and distribution of wealth on Mr. Lowe’s two 
abstractions, the famous tenth chapter of his first book involves 
a complete i^efutation of such a system; as it does also of the 
assertion that its leading principles were not obtained by 
induction. The notion of evolving from his own consciousness 
the circumstances and motives that diversify the employments 
of a nation, and the remuneration obtained in them, would be 
jxreppsterous, even if Adam Smith hirnself had not expressly 
stated at the beginning of the chapter that he had gathered 
them from observation. His exposition of the causes that lead 
men to accept a comparatively low rate of profit in farming 
shows both the closeness of that observation, and the delicate 
analysis to which he subjected influences whioh have been either 
disregarded altogether, or lumped together as ‘ friction ’ or 
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clistnrbing causes ’ by the deductive school of his successors* 
^ The beauty of the country/ he said, ‘besides the pleasures of 
country life,*' the tranquillity of mind which it promises, and,, 
wherever the influence of human laws does not disturb it, tho 
independence which it really aifords, are charms that more or 
less attract everybody, and in every stage of his existence man 
seems to retain a predilection for this primitive employment >' 
Mr, 0, S. Bead, speaking the other day from practical know- 
ledge, and without thinking of Adam Smith, of the reasons why 
men continue to hold farms at rents that leave little or no profit,,, 
fell into nearly similar language. The fact that Mr. Lowe,, 
with Adam Smith on his tongue, can think of no incentive to 
exertion save pecuniary gain, is enough to prove the inadequacy 
of the method he follows, of deducing the laws of political 
economy from his own mind, instead of from careful induction. 
Even Mi\ Senior, though ambitious to construct the science 
from the fewest possible principles, laid down several besides 
the two jumbled into one in his treatise, as a desire to obtain 
wealth at the least possible sacrifice. Among these additional 
principles is that of population, and Mr. Lowe’s mention of 
Malthus among the successors of Adam Smith might have 
suggested to him the insufiieiency of the foundation on which 
he builds a science of the production, accumulation, consumption,, 
and distribution of wealth, as he defines political economy. 
Among the chief motives to production, the most powerful of 
all to accumulation, and deeply afifecting consumption and 
distribution, are conjugal and parental affection. The family 
finds no place in a system which takes cognizance only of indi- 
viduals, and of no motive save personal gain. Yet without the 
family, and the altruistic as well as self -regarding motives that 
maintain it, the work of the world would come almost to a 
standstill ; saving for a remote future would cease ; there would 
be no durable w^ealth ; men would not seek to leave anything; 
behind them; the houses of the wealthiest, if there were any 
houses at all, would he built to last only for their own time. 
In order to solve the problem of political economy, Mr. Lowe 
assures US that ‘ all that is wanted is the knowledge that the- 
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Tilling passions of mankind are wealth and ease/ It does not 
•appear whether, like Mr. Bagehot, Mr. Lowe excludes women 
from the sphere of the science ; but the exertions of that 
hardest- worked of all labourers, the poor man’s wife, can hardly 
be explained by the love of wealth and ease. Had not more 
than one of Mr. Ingram’s opponents contended that the scientific 
character and the complete success of the method of eliminating 
all other motives, is demonstrated by its enabling the economist 
to j)r edict, it would seem too plain to need statement that just 
the opposite is the truth. If you know all a man’s inclinations 
;and motives, and their relative force, you may foretell how he 
will act under given conditions. But if you set aside all save the 
•desire of pecuniary gain and aversion from labour, you will to 
a certainty go wrong about human conduct in general ; you 
will not be right about even the miser, for he has sometimes 
some human affections, and, on the other hand, thinks nothing 
of trouble. Mr, Jevons, though favourably disposed by philo- 
-sophioal culture and tastes towards historical investigation in 
economics, has mged, on behalf of deduction from the acq^uisitive 
principle, that even the lower animals act from a similar motive, 
‘as you will discover if you interfere between a dog and his 
bone.’ A bone fairly enough represents the sort of wealth 
coveted by a dog, who has a comparatively simple cerebral 
^system, and few other objects. Yet you cannot predict the 
conduct even of a dog from his love of bones, or not one would 
be left in the butchers’ shops. The dog has a regard for his 
master and a fear of the police, and he has other pursuits. 

All men, it may be said, desire health, ‘ and in the absence 
of distmhing causes ’ will seek it. But can a science of health 
be based on this assumption, or the conduct of mankind be 
predicted from it? Everybody, it might be affirmed, loves 
vritue ^ in the abstract,’ and ‘in the absence of disturbing causes’ 
would be virtuous ; yet, policemen, prisons, and the Divorce 
Court show that no theory of morals, much less absolute pre- 
dictions, can be drawn from this abstract principle. That the 
priori method in political economy renders positive prediction 
possible is indeed contrary to the doctrine of its most eminent 
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expositors. Mr. Mill, thongli he subsequently much enlargedE 
the scope and system of economic investigation, was in his earlier 
years an advocate of the a priori method ; yet in the well-known 
essay in support of it he emphatically insisted that the con- 
clusions deduced from it are ^true only in the abstract,’ and 
would be true without qualification only in purely imaginary 
cases.’ Mr, Cairnes, in like manner, says, ‘ it is evident that an 
economist arguing from the desire of wealth and the aversion tn 
labour with strict logical accuracy may be landed in conclusions 
that have no resemblance to existing realities’ ; adding that ^ the 
economist can never be certain that he does not omit some 
essential circumstance, and it is indeed scarcely possible to 
include all ; therefore his conclusions correspond with facts only 
in the absence of disturbing causes, and I'epresent not positive 
but hypothetic truths.’^ 

The more sagacious adherents to the mere deductive method 
will therefore probably decline to accept Mr. Lowe as their 
representative, but his exposition is a reduetio ad ahmrdimn of 
their own system. He is only more thoroughgoing — one cannot 
say more consistent or logical, for he sometimes includes and 
sometimes discards the dislike of labour — in his elimination 
of all principles save the desire of wealth, which is the real 
backbone of their theory as well as his. The other motives 
and forces to which they nominally concede a place are only 
admitted at the outset for form’s sake, to be aftei'wards set 
aside as / disturbing causes ’ in a manner without precedent or* 
analogy in physical science. The last thing an astronomer- 
would dream of is, that having admitted in general terms the 
existence of other forces besides those that were taken account 
of by the earliest observers, he need not concern himself with 
them further, and may calculate the movements of the hea- 
venly bodies without reference to them. Nor is this the only 
fundamental objection. No such, principle as the desire of' 
wealth,’ in the sense of a single, universal motive, whose 
consequences are uniform and can be foreseen, really exists. 


* Lo(jic(tl Method of Political Mconmiy, p, 49, 
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Adam Smitli does not use the plirase, and Ms doctrine respect- 
ing the. nature of ■wealth shows the impossibility of using it 
as a key to the movements of the economic world. Wealth, he 
says, ‘ consists not in the inconsumable riches of idoney, but in 
the consumable goods annually reproduced by the labour of the 
society.’ It includes therefore food, drink, clothing, houses, furni- 
ture, plate, ornaments, books, works of art j in short, necessaries, 
comforts, luxuries, in all their varieties, and all the productions 
of nature or of human exertion and skill to be had in the 
market. It includes things which vary in different countries 
and different ages, and have very different economic effects; 
and which are objects not only of different but of antagonistio 
desires. The love of gin is the love of one kind of wealth 
which too often competes in the. mind of a poor man with the 
love of a decent dwelling. There is a saying about a four- 
footed animal not without firmness of character but of limited 
ideas, between two bundles of hay both soliciting his choice. 
The decalogue shows that this animal was one of divers things 
which the Israelites were prone to covet. The ox, to which 
allusion is also made, in the commandment, was, as Sir Henry 
Maine has explained, the kind of wealth most valued by early 
agricultural communities; yet even they deshed some other 
kinds, and sometimes the reason why a man was without an ox 
for his plough, was that he was too fond of strong drink. In 
modern society there are countless varieties of wealth. Adam 
Smith has made some excellent remarks on the difference, in 
respect both of its amount and its distribution, of expenditure 
on different sorts. But expenditure is simply the method of 
acquisition by which, under a division of labour, the desires of 
men for different things are satisfied. Were there no such 
division, some would build houses and make clothes for them- 
selves, while others in nakedness or rags distilled spirits or 
brewed ale in mud hovels or caves. 

' One of the most important economic inquiries relates to the 
changes which take place in the direction of the chief wants of 
mankind, and the species of wealth which they call into exist- 
ence. The main object of industry and accumulation on the 
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part of the French nation is landed property ; the chief impulse 
determining the national economyps the desire of it : in England 
this desire is absent among the nation at large, and the one 
which tabes its place with no small number of Englishmen is the 
love of beer. Happily in England there is a still more general 
object of desire in the house, and the house owes its structure, 
perhaps its very existence, to the institution of the family. 
Even in the matter of dress, the changes in the nature of the 
things constituting wealth deeply affect its economic condition. 
Bichard II. wore a coat which cost more than £20,000 in modern 
money; the Prince of Wales would not take £20,000 to wear 
it. The stronger passion of women than men in our time for 
personal decoration is the result not of an original difference 
in the mental constitution of the two sexes, but of a dif- 
ferent social and political history. The formula of demand and 
supply is still supposed by some economists to explain every- 
thing fully, but both demand and supply have in every case 
a long history. The demand for duelling swords and pistols 
in France is such that the supply makes no inconsiderable 
figure in the inventory of French wealth. Were they used 
only in duels, there would probably not be two swords or 
a brace of pistols in England. It is a misrepresentation of 
the Mercantile System that its adherents considered nothing 
but money as wealth, still they did attach undue importance to 
it; and the consequence of the excessive estimation in which 
they held it demonstrates the absurdity of basing either the 
economic prosperity of nations or economic science on the 
abstraction which is the corner-stone of both in the deductive 
system. The other principle which Mr. Lowe associates with it; 
the dislike of labour, involves an equal confusion. One might 
ask, when it is maintained that we can predict the conduct of 
mankind from these two principles, in what proportion are we 
to mix them for the purpose ? The J ews were always a wealth- 
loving nation, and many of them industrious, yet there seem 
to have been not a few sluggards in Solomon’s time who would 
go to no trouble to got it. Can employers tell whether higher 
weekly earnings or fewer hours of work will be the principal 
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object of theiiv workmen a year lienee P The savage has a 
dislike for regular labour which only some form of slavery can 
overcome, but with the progress of civilization a love of exertion 
for its own sake grows up, and employment becomes necessary 
to the happiness of a great number of men. We are told 
somewhat abruptly in the Psalms that a man was famous 
according as he had lifted up axes on the thick trees, yet the 
most celebrated woodcutter of that period perhaps felled no 
more trees in a week than Mr. Grladstone wilh do for mere 
recreation. The German emperor replied to a deputation that 
he had felt the pain of his wounds less than the abstinence from 
his ordinary activity which they compelled. The love of several 
>0(3cupations for their own sake is one of the causes by which 
Adam Smith explains the small profit to be made in them. 
Had Mr. Lowe ever watched a French peasant at work in his 
vineyard, he could hardly have made a universal dislike of toil 
one of the two pillars of political economy. 

Other motives, which eminent advocates of the deductive 
system propose to take into account, vary in like manner in 
force, direction, and consequence. Mr. Oairnes refers to the 
love of men for their own country as the main cause of the 
diversity of the rates of wages and profit in different countries, 
and it is a highly complex feeling, varying greatly in strength 
in different nations and ages. The Fleming was the great 
■emigrant of the middle ages; now he can hardly be got to 
migrate to an adjoining province for double wages. Patriotism 
■did not exist in England some centuries ago. Different races, 
nations, and clans had been too recently blended under one 
government for a strong feeling of nationality ; a man belonged 
to his township, his borough,, his guild, not to his country. 
ITad Englishmen been as patriotic as they were brave, William 
•of Noimandy might never have got the title of Conqueror. 
The Germans when they invaded the Pom an Empire knew no 
common fatherland. In 1870 they left lucrative employments 
in all parts of the world for a soldier’s perils and pay, in a manner 
that shows how much there is on earth that is not dreamt of in 
Mr. Lowe’s philosophy. And this is far from exhausting the 
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principles entitled, even on the admission of distingmsted. 
adherents of the deductive method, to a place in the science of 
wealth. Mr.Gairnes asks, for example, ^ Plow far should religious 
and moral considerations be admitted as coming within the 
province of political economy ? ^ His answer is that ‘ They are 
to be taken account of precisely in so far as they are found, in 
fact, to alfeot the conduct of men in the pursuit of wealth*;: 
and one need only allude *to the influence of mediaeval religion 
on both the forms and the distribution of the wealth of the ^ 
community, the changes in both with the change in religion 
after the Eeformation, in proof of the impotence of the a prion 
method to guide the economist in relation to this class of 
agencies. Yet a few pages after recognising their title to 
investigation, Mr. Gairnes argues that induction, though in« 
dispensable in physical, is needless in economic science, on the 
ground that ‘ the economist starts with a knowledge of ultimate 
causes,’ and ^is already, at the outset of his enterprise, in tlie 
position which the physicist only attains after ages of laborious 
research’.^' The followers of the deductive method are, in fact, on 
the horns of a dilemma. They must either follow Mr. Lowe’s- 
narrow path, and reason strictly from the assumption that men 
are actuated by no motive save the desire of pecuniary gain, 
or they must contend that they have an intuitive knowledge of 
all the moral, religious, political, and other moti%"es influencing 
human conduct, and of all the changes they undergo in different 
countries and periods. 

Shut out by their own method from the investigation of 
the true problems of political economy, the deductive school 
have devoted themselves to a fictitious solution of others 
which the ablest among them have nevertheless admitted to 
be insoluble. ^ If you place a man’s ear within the ring of" 
pounds, shillings, and pence, his conduct can be counted on 
to the greatest nicety,’ according to Mr. Lowe. Mr. Gairnes 
on the other hand, as we have seen, concurs with Mr. Mill, 
that positive, unconditional conclusions are beyond the reack 


* Logical Method of PolUieal Mconomy^ p. 76. 



of the economist, since he does not take into account, or eyen 
kiiow, air the forces at work, much less can measure them with 
juecision. An entire lecture in Mr. Cairnes’ ‘ Logjieal Method 
of Political Economy^ is devoted to proof that quantitative- 
exactness is unattainable in the science, and that its conclusions 
being only hypothetically true, and representing* only several 
tendencies ‘in the absence of disturbing causes/ ought not 
to affect the semblance of numerical exactness. Mr. Lowe’s 
quoposition is nevertheless true in the sense that the deductive 
system does affect the power not only of absolute prediction 
but of prediction with mathematical accuracy. Take any 
treatise following the deductive method, and it will be found 
to consist mainly of j)ropositions respecting wages, profit, 
prices, rent, and taxation, which profess to determine with 
arithmetical exactness on whom a given tax, say on a box of 
luoifer matches, will fall, how much it will add to the price of' 
the box, and what profit both the manufactm’er and the retailer 
will net on its advance. In a previous article^ the present 
writer has exposed the fallacies involved in the whole chain 
of reasoning, and shown that it cannot be foreseen whether a 
trader will ever recover a so-called indirect tax at all; that 
it may he a direct tax on himself, may drive him and all 
other small capitalists from the business, and ultimately give- 
a lucrative monopoly instead of ‘ average profit’ to a few great 
capitalists — ^half-a-dozen distillers and brewers, for example. 
The deductive theory of wages, profits, prices, rent, and 
taxation, is substantially a set of predictions respecting the 
distribution of wealth, which affect to foretell exactly the 
gain in eveiy business, and the rates at which goods of every 
kind may he sold. It has been well said that before predicting- 
the future, we must learn to predict the past; and before 
predicting the past, it might be added, we should learn to- 
predict the present, by studying the forces at work in the-- 
world around us, the conditions under which they operate, 
and their actual results. A striking instance of the failure of 

^ ‘The Incidence of IinpermT and Local Taxation on tlie Vorking Classes/ 
Fortnightly F&view^ February 1st, 1874. (Eeprinted in tlie present volume.) 
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ihe deductive economist to predict even the present, is Mr. 
M‘Oullooli^s assertion in several editions of the ‘Wealth of 
Nations' that the local inequalities of wages, of which Adam 
Smith spoke, had almost disappeared with the improvement 
in the means of communication. In point of fact, they had 
greatly increased; agricultural wages varying from 6s. to 16s. 
^a-week when his first edition was published, and from 9s. to 
22, s. at the date of the last, varying, too, from causes which 
inductive investigation had enabled Adam Smith to discover, 
namely, the unequal local development of manufactures, 
commerce, the greater demand and competition for labour in 
; some places than in others, and the obstacles to its migration. 

The history of the last few years gives disastrous proof 
of the falsity of the predictions of both present and future 
involved in the theory of the equality of profits, which assumes 
that the gains in different employments can be foreseen with 
a close approximation to accuracy, and that competition 
■accordingly keeps them nearly at a level. If there was a 
man in the country who might have been supposed capable of 
foresight in such matters, by reason of the widest information 
and great financial skill, it was Mr. Grladstone, when a few 
years ago he described the trade of the country as advancing by 
leaps and hounds. Did he see that they were leaps in the dark ? 
Did the capitalists who rushed into the businesses in which 
prices and profits were trebling see that they were bounds 
that would end in a fall on the other side ? Have the capitalists 
in other businesses, who were heavily mulcted by the rise of 
coal and iron, recovered their losses ‘ with average profit ' ? 
Adam Smith, reasoning from observation, rigorously and 
emphatically confined the tendency of profits to equality to 
long- established well-known trades in the same neighbourhood, 
unaffected by new discoveries, by speculation, fluctuations 
of credit, accident, or political events, carried on, not by 
directors and shareholders with other business to mind, but 
by persons whose sole occupations they were. In other words, 
from an induction he predicted inequality where the deductive 
economist predicts equality. Mr. Cairnes, indeed, though 
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adhering to the general truth of the doctrine of equality, was of 
opinion that the new gold would, by its unequal distribution 
over different trades, disturb the level of profits for^any years. 
The actual course of the distribution was, however, very different, 
from that which a priori reasoning led him to predict, the 
chief rise of prices being in foreign countries, where railways, in- 
dustrial progress, and the opening of the English market raised 
them suddenly from a low scale towards the English range. 
The new gold was only one of many new conditions of modern 
trade. In an age of companies there is a very imperfect divi- 
sion of labour : credit and speculation have made trade a lottery, 
in which Hhe absurd presumption of every man in his own 
abilities, and the still more absurd presumption in his own good„ 
fortune,^ of which Adam Smith speaks, have full play. 

The recurrence of commercial crises alone defeats all 
attempts to predict the course of prices and profits, and would 
do so even if the doctrine of decennial cycles had a solid 
foundation ; for if the periods of inflation and depression could 
be foretold, and the occurrence of each crisis timed with 
precision, the particular movements of credit, speculation, and, 
prices, and the gains and losses in each business, could not. 
The theory of a decennial cycle, like that of the equality of 
profits, and the whole a priori system, with its seeming 
simplicity, symmetry, and roundness, owes its attractions to 
that idol of the tribe which, as Bacon says, leads the spirit 
of man to suppose and feign in nature a greater equality and 
uniformity than is in truth, and to mark the hits of his system, 
but not the misses. An ingenious attempt has lately been 
made to account for the imaginary decennial cycle by the- 
supposition that about every ten years there is a change in. 
the management of business through a younger generation 
taking the place of the older, as though the commercial world 


^ An example of this was cited lately by the eminent French economist, 
M. Leroy- Beaulieu, in the Beonomiste Brangais, from statistics compiled by 
Mr, Newmarch, showing that between 1830 and 1870 the price of corn fell 14 
per cent, in England, while it rose 17 per cent, in Frahce, 88 per cent, in Belgium, 
133 per cent, in Hungary, 142 per cent, in Austria. 
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were composed of successive ranks of men born together at the 
beginning of successive decades, and all in each rank reaching 
sixty, and retiring together. But the commercial class, like the 
army, the bar, and the whole nation, is recruited with fresh 
blood every year, not only every tenth year. Lord Bacon 
himself showed a strong tendency to believe in both a political 
and an economical cycle, and supposed his own age of the 
world on the descent of the wheel, though he judiciously 
thought it ^ not good to look too long on these turning wheels 
‘Of vicissitude, lest we become giddy,^ Adam Smith, too, leaned 
to the notion of a code of nature regulating the movement of 
•the economic world with ji^rfect equality and uniformity. 
Perhaps, therefore, one need not wonder that Mr. J evens, whose 
philosophical powers have enabled him to make real discoveries, 
•should be fascinated by the idea of commercial cycles recurring 
with the regularity of astronomical phenomena, and traceable 
to astronomical causes. But one is driven to suspect that Mr. 
Lowe can never have made a discovery, when he ai’gues that 
Adam Smith’s method was wholly deductive, because in the 
^ "Wealth of Nations ’ he puts his conclusions first ; supporting 
them afterwards hy the instances which he deems most con- 
vincing, instead of setting before his readers a vast number of 
historical and statistical facts, and working out the principle 
which they establish under their eyes. A library would not 
contain the books he would have written, had he attempted to '"‘ 
convey to other minds by such a method the knowledge he 
had himself reached. by long and laborious investigation. A 
discoverer would be avoided like a pestilence or the ancient 
mariner, were he to relate all the steps by which he got to his 
journey’s end, after many misfortunes and failures, it may be, 
and often burning his fingers in the erueible. Eesults, it is 
well said, not processes, are for the public eye. How little 
Adam Smith was disposed to publish all his juncesses appears 
from his direction to Hume, in 1773, to bum all the papers, 
with one exception, found in his house at his death, and from 
his own destruction of them a few days before his end. The 
advantage of the division of labour— to which Mr. Lowe refers 
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•as a proof tliat lie proceeded hj assumptioiij because the number 
of examples be gives is small — was not a new doctrine; but 
liis chapter on its limitation by the extent of the jnarket bears 
*atl the marks of wide research and induction. The work of 
induction in relation to the division of labour is, moreover, by 
no means complete. There are plain symptoms in modern eco- 
nomy of tendencies to an amalgamation, instead of a division, 
of occupations. And the most arduous problem respecting the 
separation of occupations has never even occurred to the deduc- 
tive school — namely, What are the causes governing its actual 
course, determining the directions of the national energies, the 
employments of different classes and of both sexes, in different 
countries and ages ? 

The human being or VindividuaP from whose assumed 
tendencies the conclusions of the deductive system are drawn, 
and its predictions made, is a fiction, not a reality— a personi- 
fication of two abstractions, the desire of wealth and aversion 
for labour— feelings differing, as has been shown, in different 
countries, ages, and persons — differing much, for example, in 
men and women. Mr. Bagehot felt so strongly the inapplica- 
bility of the assumptions of the system to the greater part of 
the world, that he actually limited political economy to England 
at its present state of commercial development, and to the 
male sex in England. Such a limitation involves a complete 
surrender of the position that the system is based on universal 
laws or principles of human nature ; it involves also an ad- 
mission that it is only by inductive investigation that we can 
determine what the actual economy of society is, and what the 
causes that govern its structure and movement. Enough has 
been .said, too, to show that the fundamental assumptions of 
the deductive economist are really as fallacious in reference to 
modern Englishmen as to Erenchmen, Grermans, Asiatics, or 
Africans. The economy of English society can, no more than 
that of any other nation, be explained by assuming that English- 
men are personifications of the love of wealth and ease. But 
this is only one of the. fundamental shortcomings of the system* 
Looking only to the assumed motives of individuals, it ignores 
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altogether the eolleetiye agency of the community, through its 
positive institutions as an organized political body or state, its 
history and jfcraditions, and the social environment with which 
it encompasses every man and woman within it, from the cradle^ 
to the grave. 

Adam Smith’s philosophy was not, like the little system that 
, pleases some of his successors, if I may use a Horatian phrase, 

‘ complete in itself, smooth, and round.’* There was, it is true' 
in his mind an ideal order of things which he called ‘ natural ^ 
as being that which would take place if certain tendencies of 
human nature were allowed to operate without interference. 
Even in this ideal world, however, he saw that there must he- 
laws relating to property, succession, tenure, and other sub- 
jects, although, in accordance with both the political and the- 
theological philosophy of his time, there was a ‘ natm-al ’ type 
to which these institutions ought to conform. Mr. Macleod has 
urged, on behalf of confining the scope of political economy 
to commercial exchange, that the ‘ distribution ’ of wealth con- 
templated by the Erenoh Physioorates was that effected by 
exchange, or by the process of distribution as distinguished 
from that of production. The Physioorates, it may be observed 
were not the first to use the term in this sense; it was sa 
employed by English writers on commerce a hundred years 
earlier. But one might as reasonably exclude all agencies 
save water from geology on the ground that Werner did not 
take them into account, as Hmit the investigations of the- 
economist to the mode of distribution taken cognizance of in 
either the seventeenth or the eighteenth century, in either 
England or Prance. The very word ‘ distribution,’ moreover 
T^ich Adam Smith applies in his first book to the partition 
effected by exchange, is in his third book applied to that 
effected by succession ; though in both eases we may perceive- 
the influence of the ideal code of nature on his opinions and 
anguage Long before his time’ indeed, the tern was appHed 

to the distribution of wealth by law, as the Statute of Distribi,- 

* ‘ In se ipso totus, teres atq^ue rotundus.*— Hoe, 



Political Economy and Sociology, 209 

tions sliows. He sets before ns both the ^natural/ as he 
called the ideally best, order of things, and the actual order 
resulting from positive institutions, historical ever?fcs, and the 
constitution of human nature with its various and conflicting 
propensities; among which, as he points out, the love of 
dominion is apt to prevail over the desire of gain. The third 
book of the ‘Wealth of Nations^ is mainly an investigation 
into the action and reaction of political and economic history, 
tlie progress of agriculture, manufactures, and commerce, and 
of the different classes of society in both country and town, 
until out of medieval Catholic and feudal Europe had issued 
the Europe of his own time with an economy moulded and 
fashioned by centuries. The word ‘evolution^ had not come 
into use in Adam Smith’s day, and social philosophers did not 
call the historical order of events the natural order, or the 
actual sequences resulting from the whole eonstitutioh of 
human society and the surrounding world the results of 
natural law : the word ^ Nature/ in their terminology, having a 
purely ideal meaning. Yet in substance Adam Smith shows 
that the economic condition of the nations of modern Europe 
was the outcome of a long historical evolution, and could not 
otherwise be accounted for or understood, although a better 
state of things, which in the language of his time he called 
the natural state, would have resulted from better human 
government and institutions. Whoever compares the last three 
boots of the ^ Wealth of Nations’ with the announcement, at 
the end of the ‘ Theory of Moral Sentiments,’ of the author’s 
intention ‘ in another discourse to give an account of the general 
principles of law and government, and of the different revo- 
lutions they have undergone in different ages and periods 
of society, not only in what concerns justice, but in what 
concerns police, revenue, arms, and whatever else is the subject 
of law,’ will find evidence that political economy was not the 
only branch of political science in which Adam Smith had 
advanced beyond Plato, in whose days Mr. Lowe affirms that 
knowledge in all other branches of moral and political philosophy 
came to a standstill. Adam Smith saw that ‘ the revolutions 
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of law’ and government’ had followed a determinable order ; 
that the whole movement of society, including even that of 
positive law, was subject to law in the scientific sense of regular 
and intelligible sequence; and that the economic state of a 
nation at every period of its history was only a particular aspect 
of the whole social development. This is the fundamental 
conception on which the Science of Society rests, although the 
modern social philosopher calls the actual succession of social 
phenomena the natural one, while Adam Smith used the word 
^ natural ’ in a different sense. 

^ In love, or war, or politics, or religion, or morals,’ Mr. Lowe 
argues, 4t is impossible to foretell how men will act, and 
therefore it is impossible to reason deductively;’ whereas, ‘in 
matters connected with wealth, deviations arising from other 
causes than the desire of it maybe neglected without perceptible 
error.’ The truth is that all these causes — war, love, religion, 
morals, and politics— do profoundly influence the conduct and 
condition of mankind in relation to wealth, and the economic 
structure of society. It is one of Mr. Buckle’s incorrect 
generalizations that in the middle ages there were but two 
engrossing pursuits— war and religion— and only tw'o professions 
—the chm’ch and the army. It is, on the other hand, a no less 
superficial philosophy that overlooks the influence of war and 
religion on the economy of modern Europe, the occupations of 
its inhabitants, and the nature, amount, distribution, and 
consumption of their productions. At no period of the middle 
ages was so large a proportion of the population of the 
Continent trained to war as at the present day. An immense 
part of the wealth of modern Europe, England included, 
consists of weapons, warlike structures and stores, and the 
appliances of armies and fleets. What would be the worth of 
a treatise deducing the economy of Germany from the assump- 
tion that every man is occupied solely in the acquisition of 
wealth, ‘the actual deviations being so slight that they may be 
treated as practically non-existent ? ’ Were astronomers able 
to discover certain indications of human life in another planet, 
on Mr. Lowe’s principle we should know all that need interest 
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or could instruct us resi^eeting tlie economy of the planetary 
world from ^ the two ruling passions of mankind — wealth and 
ease.’ Would not the questions arise Does war-, exist, and 
if so, is every man a soldier, or is there a distinct military 
profession ? ’ ‘ Have the inhabitants of the planet any religion, 
and if so, is there a wealthy priesthood ? ’ ^ Are the institutions 
-of marriage and the family established ? ’ ‘ What are the 

checks to the increase of population?’ ^Is land held in 
common, or does private property in it exist ? ’ ^ What are the 
laws and customs with respect to succession ? ’ ^ Have the 

people of this planet the same kinds of wealth as those of the 
earth, and have different countries in it different kinds, as in 
our own woxid ?’ It has been shown that the mundane 
economist possesses no such powers of prediction as Mr. Lowe 
ascribes to him, just because politics, war, religion, morals, 
and love, do all powerfully affect human conduct in matters 
.connected with wealth. Nevertheless, the philosophy of society 
is not so undeveloped that no regular sequence or natural law 
is discoverahle in these very influences, or prediction altogether 
impossible in relation to them. It can be foretold, with a close 
approximation to accuracy, how many marriages there will be 
between the 1st of January, 1879, and the next census. A 
well-known economist is said to maintain that marriage is 
nothing but a commercial contract ; but Edmund Burke’s 
complaint that the age of chivalry was gone, and that of 
economists and calculators had succeeded, was not quite so 
well grounded. Love, chivalrous sentiment, morals, religion, 
do still deeply affect marriage, even among a nation of shop- 
keepers ; and it is because they do that we can nearly foretell 
the number of such unions, and the number of children born 
and reared. We should be altogether without data for cal- 
culating the advance of population, the supply of labour, the 
movement of rent, the accumulation of capital, and its distri- 
bution by marriage and succession as well as exchange, if men 
and women, or even men alone, were influenced by no other 
than mercantile motives. 

The economic structure of any given community, the diree- 
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tion taken by national energies, the oeenpations of the different 
classes and of both sexes, the constituents and the partition of 
movable and immovable property, the progressive, stationary, 
or retrogressive condition in respect of productive power and 
the quantity and quality of the necessaries, comforts, and 
luxuries of life, are the results not of special economic forces, 
but of all the social forces, political, moral, and intellectual, as 
well as industrial The very wants and aims summed up in 
‘ the desire of wealth ^ arise not from innate, original, and 
riniversal propensities of the individual man, but from the 
community and its history. Hunger and thirst, desire of 
shelter from cold and heat, are probably the only forms of the 
economic impulse that a human being isolated altogether from 
social influences would feel. The very kinds of food sought in 
civilized society are deteiunined by a long national history, and 
are not the same in England and France. The predominant 
form which the love of wealth takes in the last country is, as. 
already said, the love of landed property, a form non-existent 
in primitive humanity, and which in civilized countries is so 
much the result of national history, that it is extinct in oiir own 
as a motive to labour and thrift on the part of the nation at 
large, though once widely diffused through all classes in both 
country and town. 

Political economy is thus a department of the science of 
society which selects a special class of social phenomena for 
special investigation, but for this purpose must investigate all 
the forces and laws by which they are governed. The deductive 
economist misconceives altogether the method of isolation 
permissible in philosophy. In consequence of the limitation of 
human faculties, not that the narrowing of the field is in itself 
desirable or scientific, it is legitimate to make economic pheno- 
mena, the division of labour, the nature, amount, and distribution 
of national riches, the subject of particular examination, pro- 
vided that all the causes affecting them be taken into account. 
To isolate a single force, even if a realforce and not a mere 
abstraction, and to call deductions from it alone the laws of 
wealth, can lead only to error, and is radically unseientific. The 
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'development of the positive law of a nation, for example, is in 
all its hearings on industry, commerce, accumulation, and the 
distribution of property, a subject demanding the ^economist’s 
investigation. The primitive ownership of things in common, 
the evolution of the separate possession of both chattels and 
land ; of slavery, serfdom, and free labour ; the changes in the 
law of intestate succession; the growth of the testamentary 
power, and of the law of contract in its different forms, are at 
once jural and economic facts, which the jurist regards from 
one point of view and the economist from another. The field 
of human society is so large and complex, man’s capacity so 
limited, that it is by a number of investigations in relation 
to different aspects of the subject, that the science of society, 
as a whole, is most likely to be advanced, and its ultimate 
generalizations and laws at last reached. The history of politi- 
cal economy is a warning against all attempts to reach them 
per mUtiMy and to construct at once a complete and symmetri- 
cal system. A radical error with respect to the history of both 
science in general, and political economy in particular, lies at 
the root of Mr. Lowe’s notion, that ^science means knowledge 
in its clearest and most absolute form, the test of which is 
prediction ’ ; and that the fabric of economic science, under the 
hand of Adam Smith, ‘ rose up, like Jonah’s gourd, in a single 
night.’ If science meant only knowledge in its clearest and 
most absolute form, no science could have a beginning or a 
youth : it must spring into life fully grown and armed, like 
Minerva from the head of Jove; and only a science founded, 
like deductive political economy, on fiction, could do so. Had 
political economy grown up, like Jonah’s gourd, in a night, it 
would like it have perished in a day, and could not have borne 
the light. A long line of in(juirers had preceded Adam Smith, 
to some of whom he has acknowledged his debt. Nearly a cen- 
tury before the publication of the ‘ Wealth of Nations,’ Dudley 
North, himself a merchant, had expounded the policy of com- 
mercial liberty, going on some points even beyond his illustrious 
successor. Adam Smith’s own language respecting the French 
economists answers a question raised by Anguste Comte’s 
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remark, tkat ko made no pretence of founding a new and special 
science of wealtk. He did not pretend to be its founder, but lie 
did regard nuck a science as not only founded, but far advanced, 
by Quesnay and his followers, whose system of political economy 
he describes as, with all its imperfections, the nearest approach 
to perfection that had yet been made in that important science/ 
At the same time, like his French contemporaries, he regarded 
it as a branch of a wider science, which they called Physiocratie, 
or the science of the government and laws of nature, and which 
he called Moral Philosophy. 

Science is patient and progressive, never, therefore, reaching 
perfection; its essence consists in a right method of investi- 
gation more than in the extent of its progress. The same mis- 
conception that leads Mr. Lowe to admire the a prion political 
economy, with its fictitious completeness, symmetry, and exact- 
ness, and to deny a science of society, because it is yet in an 
inchoate state, shows itself in his assertion that no more is known 
now in psychology, morals, or politics, than was known in the 
days of Plato. No such realistic abstraction as the ^ Ideas of 
Plato ’ now deludes the psychologist, though something akin to 
it lingers in the deductive economist’s notion of Hhe desire of 
wealth.’ The association of ideas is a psychological law which 
alone places mental philosophy far beyond the point it had 
reached with the Grreeks ; and the change in the course of 
social progress, on the one hand, and the inheritance, on the 
other, of cerebral qualities can hardly be known to Mr. Lowe, 
or he could not refuse to admit a great recent advance in oiir 
knowledge of the laws of the human mind. In the science of 
law and polities the superiority of Adam Smith himself over 
Plato is evident. His remarks on the Athenian tribunals show 
that he could have saved Pericles from a blunder which not 
only deprived Athens of a system of Jurisprudence, but did 
much to corrupt and undermine the State ; yet Plato failed to 
discover it, though its oonsequenees were under his eyes, and the 
constitution of courts was one of the subjects that engaged his 
attention. And the perception of revolutions in law and 
government following a regular sequence, and evolving successivo 
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economic as well as political states, to wMcli Adam Smith 
attained, not only never dawned on Plato’s mind, hut may be 
said in itself to be a long step towards the foundation of a true 
science of society. The attempt to- raise a prejudice against 
such a science, on account of the difficulty of naming it other- 
wise than sociology, a compound of Latin and Greek, is not only 
captious and frivolous, but displays an extraordinary forget- 
fulness of scientific nomenclature. To say nothing of the 
admission of such combinations in Germany, the fatherland of 
philology, in words such as Socialpolitik^ English philosophical 
terminology itself abounds in them-. Natural philosophy, moral 
philosophy, are names compounded of Latin and Greek, which, 
according to German usage, would be -written in one word, like 
8()cialpoUtik ; and the term ^natural law’ is a mixture of Latin 
and English. One wonders, indeed, that Mr. Lowe, who is so 
shocked at sociology, does not shudder at the name of Adam 
Smith, as a combination, not from cognate tongues like Latin 
and Greek, but from Hebrew and English. 

Tet, although neither the objection that sociology has not 
attained to the perfection of astronomy, nor that it is a hybrid 
word, is entitled to a serious consideration, it would be a grave 
error to regard it as otherwise than a science still in its infancy. 
Its students sbould take warning from the history of political 
economy against hasty induction, and attempts to rise at once 
to the deductive stage. Two men of extraordinary genius, 
Auguste Comte and Herbert Spencer, though differing consi- 
derably on some points, have struck out some luminous gene- 
ralizations and ; but great circumspection and caution 

ai’e needed in their application : they cannot safely he made to 
support trains of deduction, still less can they be treated as 
constituting the supreme inductions and fundamental laws of 
a science of society. Mr. Spencer’s theorem, for example, 
that ^ a movement from the homogeneous to the heterogeneous 
characterizes all evolution,’ in both the physical and the social 
world, is true in a number of instances ; and he has connected 
it with with ascertained natural forces and con- 

ditions, indubitably creating diversity where there had been 
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similarity, and evolving new kinds and species of plienomena. 
Yet it is not a universal law, or an invariable trutb from wbioh 
inferences respecting the course of social development can with 
certainty be drawn* The movement of language, law, and 
political and civil union, is for the most part in an opposite 
direction. In a savage country like Africa, speech is in a per- 
petual flux, and new dialects spring up with every swarm from 
the parent hive. In the civilised world the unification of lan- 
guage is rapidly proceeding ; probably no Celtic tongue will be 
spoken in any part of Europe, Brittany or Wales not excepted, 
in a few generations. The diversities of English speech were so 
gi’eat four hundred years ago, that Oaxton found them a great 
obstacle to printing ; four hundred years hence the same English 
will be spoken over half the globe, and will have few competitorsj 
there is reason to believe, over the other half. The movement 
of political organization is similar ; already Europe has nearly 
consolidated itself into a Heptarchy, the number of States into 
which England itself was once divided ; and the result of the 
American war exemplifies the prevalence of the forces tending 
to homogeneity over those tending to heterogeneity. Two 
systems of civil law, again — the French and the English — now 
extend over a great part of the civilized world; and Sir Henry 
Maine has established many grounds for the proposition that 
‘all laws, however dissimilar in their infancy, tend to resemble 
each other in their maturity.^ In customs and fashion civilized 
society is likewise advancing towards uniformity. Once every 
rank, profession, and district had a distinctive garb ; now all such 
distinctions, save with the priest and the soldier, have almost 
disappeared among men-; and among women the degree of 
outlay and waste is becoming almost the only distinction in 
dress throughout the West. In the industrial world a generation 

^ [Ie an article publislied in the Aaademy of October *23rd, 1880, Mr. Leslie 
wrote as follows ; — 

‘ The moTement of society, designated hy Mr. Herbert Spencer as from. the 
homogeneous to the heterogeneous,” is highly important in its economic aspects ; 
and the present writer acknowledges that Mr. Spencer’s recent repIy”-“[Appendix: to 
J*rinciples, dealing with criticisms)—'* to some comments of his own on the 
doctrine so formulated is in the main substantially just and sufficient.’] 
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ago a constant movement towards a differentiation of employ- 
ments and functions appeared; now some marked tendencies to 
their amalgamation have begun to disclose themselves. Joint- 
stock compames have almost effaced all real division of labour 
in the wide region of trade within their operation. Improve- 
ments in communication are fast eliminating intermediate trades 
between producers and consumers in international commerce ; 
and the accumulation and combination of capital, and new 
methods of business, are working the same result in wholesale 
and retail dealing at home. Many of the things for sale in a 
village huckster’s shop were formerly the subjects of distinct 
branches of business in a large town ; now the wares in which 
scores of different retailers dealt are all to be had in great 
establishments in New York, Paris, and London, which some- 
times buy direct from the producers, thus also eliminating the 
wholesale dealer. These changes are among the causes that 
baffle the supposed prevision on which the doctrine of the 
equality of profits rests. 

In the early stages of social progress, again, a differentiation 
takes place, as Mr. Spencer has observed, between political and 
industrial functions, which fall to distinct classes: now a man 
is a merchant in the morning and a legislator at night; in 
mercantile business one year, and the next perhaps head of the 
navy, like Mr. Groschen or Mr. W. H. Smith, There is even a 
strong tendency to sink the representative into the delegate, and 
to give every male householder a direct and immediate part in 
the government of the country. Improvements in both manu- 
factures and the art of war seemed to Adam Smith, with good 
reason, to necessitate a separation between , the military and 
industrial occupations : now every able-bodied man is a soldier * 
on the Continent. And here one of Auguste Comte’s great 
generalizations also comes into question. Were a tendency to 
division of labour and differentiation of functions still to display 
itself on all sides, it would not give us a fundamental law 
determining the directions of human energies and their actual 
occupations. To take the case of another planet inhabited by 
human beings, astronomers might conceivably discover marks 
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of a diversity of employments, and yet get no clue to the nature- 
or course of the division of labour. We should need to know,, 
for example whether war and religion had any influence on 
their occupations. One of Comte’s inductions affords .an 
example of the kind of fundamental law needed to give us 
an insight into the causes and directions of the movement. 
Theology and war, according to Comte, are the ruling powers 
governing, in the early stages of society, human energies and 
employments ; science and industry the chief powers in the 
more advanced stages. Undoubtedly the grounds on which this 
induction rests go to the root of the matter, and bring some great 
changes in the political, moral, and economic state of society 
under scientific law. Theology has long been a declining force, 
and, though its indirect influence is still great, has now little 
direct control over the economic struetui’e of Western society. 
But the military element is more powerful now in Europe, and 
its power rests on less accidental caitses than in Auguste Comte^s 
own day. The very improvements in manufacture and the- 
military art which tended, in Adam Smith’s view, to wean the- 
mass of mankind from war, the very agencies represented by 
steam and gunpowder, to which Buckle triumphantly traced its 
extinction in the civilised world, have brought nations so close 
together, and armed them with such deadly weapons, that 
every man may almost be said now to sleep with arms at his- 
side, ready to do battle in the morning. Science and industry 
themselves, along with pacific tendencies, have others of the 
opposite character, both in the effects already referred to and 
in the higher pride, rivalry, ambition, and patriotism of nations, 
developed by intellectual and industrial progress. When 
Buckle pointed to the Russians as the only warlike people in 
Europe, except the Turks, because the least civilised, they were 
really a most unwarlike people nnder a warlike government. 
Now a military spirit is fast rising among them. Who shall' 
say, too, that when the people of the United States have fully 
assimilated their present territory, and are at the same time 
brought into close proximity to the old world, their energies 
may not take a military direction for a time ? ^ The Americans/’ 
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said Tooqueville, ^ have no neighbours, consequently no great 
%vars to fear; they have almost nothing to dread from military 
glory/ When they are within four days of Europe they may 
find they have neighbours beyond sea; but, without crossing it, 
the whole continent north and south of the isthmus may tempt 
their ambition. Although a fundamental truth underlies the 
generalization referred to, it is not, then, a law from which 
deductions can be made. There are, moreover, diversities in the 
course of social evolution in different countries, which must be 
closely investigated before the sociologist can be in a condition to 
lay down universal canons ; and after these are reached, much 
will remain for inquiry respecting the special development of 
particular races and nations. 

A science of society thus does not exist in the sense of 
^knowledge in its clearest and most absolute form, of which the 
test is prediction/ That, however, is not a scientific definition 
of vscience, and the sociologist may answer it with Bacon’s words, 
prudens interrogatio dmidmm mentm. Nor is it the science 
of society in its entirety only that is yet in its youth, and has a 
long and arduous future before it; it is so also with the 
department of it mlating to the economic condition of mankind 
in different countries and ages. The labourer in this field, too, 
must go to work in a modester frame of mind than that of 
‘ the Political Economist,’ as he called himself in capitals, of 
twenty years ago. Mr. Lowe arrogates ^ triumphs’ for his own 
economic method: those he refers to were achieved by the 
opposite method of reasoning from observation and experience. 
But the scientific spirit is not a triumphant and boastful one, 
fired with a sort of intellectual Chauvinism, seeking polemical 
distinction and a path to promotion in the field of party war. 
A cavalry officer of the period before the Crimean War, when 
that branch of the army was distinguished by the glory of a 
moustache, used to say that no man could eonoeive the pitch 
to which human conceit could soar unless he had served in a 
light dragoon regiment. He was, however, mistaken. There 
was a being yet more elate with a sense of superiority over his 
fellow-creatures in the GGonnmistwhn bod BaRfinf. bia 
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ends, and who looked on political economy as a weapon by 
which he could discomfit political adversaries, and on free 
trade as a personal triumph ; though he had as much claim to 
renown for it as a passenger in a Ounard steamer to the fame 
of Columbus. 

Some of the earlier economists — ^Adam Smith, Malthus, 
Tooke, and John Mill — had a true claim to honour and repu- 
tation as discoverers. But the generalizations and conceptions 
that do credit to one period may discredit the next, just as it 
would disgrace the navigators of our time to follow the same 
course, and sail in the same kind of ship, as Columbus. The 
deductive economists of the present generation have contented 
themselves with the repetition of doctrines and formulas which 
once caused the light of science to dawn where all had been 
confusion and darkness. Clouds of abstraction and a priori 
reasoning nearly extinguished the promise of day; but fresh 
light is beginning to break. A. few years ago Mr. Ingram^s 
Address could hardly have been delivered, and the ^ orthodox ’ 
economist, who now receives it with sullen respect, would have 
scoffed at it. It is suggested, indeed, by way of diminishing 
its effect, that its author is a follower of Auguste Comte ; but it 
expresses the views of many who, like the present writer, are 
not, however highly some of them, like him, may think of 
Comte’s genius. 



XVII. 


THE KNOWN AND THE UNKNOWN IN THE 
ECONOMIC WOELD.^ 

The most oharacteristie feature of the commercial situation for 
more than a year past has been not so much the depth of the 
depression — for there haye been worse times in that respect ; or 
its extent— for the stagnation was as general throughout Europe, 
and .much more widely felt throughout Eranee thirty years ago— 
as fche sense of being in the dark, and surrounded, as it were, 
by the unknown. Yet it is the consciousness only of not seeing 
their way on the part of jpeople that is new. Trade has long 
been carried on blindly, and people as little knew what was 
before them when it was said to be advancing by leaps and 
bounds as they do now that these are found to have been leaps 
in the dark. Temporary circumstances have added to the 
gloom and uncertainty, and it is ascribable in part to a false 
economic theory ; but to get a ray of light we must first recogpize 
that the obscurity of the present crisis has arisen in a great 
measure from causes inherent in the constitution of the modem 
economic world. It is not the writer’s purpose to mg[Uire 
whether, in the most vital sense, the present depression is- 
temporary or permanent. Our manufactures and commerce 
may or may not recover their vigour and supremacy; our 
agriculture may or may not be overborne finally by American 
competition. The chief point to which attention is sought here 
is that, even in the most favourable event, elements of disorder, 
diflSculty, and recurring disaster, which have been growing 
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'with, the growth of oux trade, will remain, unless new sources of 
light can he discovered. Another point that should not be left 
unnoticed is, that the economic world is not hounded hy its 
trade, and has other regions in which to add to the known and 
diminish the unknown ought to he the economist’s aim. 

The full knowledge and foreknowledge lately claimed for 
political economy in modern commercial society can exist only 
at an opposite stage of development, at which human business 
and conduct are determined, not by individual choice, or 
the pursuit of wealth, or commercial principles, but by 
immemorial ancestral custom. All that relates to the occu- 
pations and movements of a nomad tribe in Central Asia 
is known and foreknown by all its members, who possess 
the power of prediction, which Mr. Lowe calls the test of science. 

^ Every tribe and every awl,^ says a recent traveller among the 
Kirghis, ^follows year after year the same itinerary, pursuing 
the same paths, stopping at the same wells as their ancestors 
did a thousand years ago. No awl ever mistakes its way. The 
regularity and exactitude of the movement is such that you can 
predict to a day where, in a circuit of several hundred miles, 
any awl will be at any season of the year.’ At the more 
advanced stages of early agricultural society the power of 
prediction continues, and is not destroyed by disturbing causes 
of a more abnormal and violent character than the follower of 
the a priori method of political economy has in view in the 
phrase. Dynasties rise and fall, conquerors come and go, 
empires are shattered above the head of the village community ; 
yet it survives uuchanged. The village itself may be burned, 
its lands laid waste, the inhabitants driven away for a genera- 
tion ; but another generation returns and resumes the old life, 
each man following the occupation of his fathers, pursuing the 
same methods, and seldom being either richer or poorer than 
they. It is in what Mr. Bagehot called a pre-economio state, 
though it is more properly regarded as an early state of the 
economic world among stationary communities — ‘ where the 
thing that hath been it is that which shall be, and that which 
is done is that which shall be done, and there is no new thing 
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under tlie snn — that * knowledge in its most perfect form, as 
tested by prediction/ exists. ,And just in proportion as the 
stationary passes into the progressive condition, as industry and 
commerce are developed, does the social economy become com- 
plex, diversified, changeful, uncertain, unpredictable, and hard 
to know, even in its existing phase, at any given time. In the 
primitive village community the prices of commodities and the 
gains of producers are not only known, but foreknown, because 
they are customary prices. But when a market grovts upon the 
border, when dealings with strangers are unrestricted by the tie 
of kinship or community, or by usage, the prices at which things 
are bought and sold can no longer be known beforehand, and 
are not even necessarily known to everyone aftei’wards. Another 
element of uncertainty, introducing itself so soon as traffic with 
the outer world begins, is that production can no longer be 
exactly adjusted to consumption, supply to demand, both the 
number and the means of customers from without being un- 
known. And as industrial development proceeds ^ as labour is 
subdivided, and occupations multiply, and the methods of 
production improve ; as commerce enlarges its borders and 
changes its paths, the unknown more and more takes the place 
of the known. The desire of wealth, or of its representative— 
money — instead of enabling the economist to foretell values and 
prices, destroys the power of prediction that formerly existed, 
because it is the mainspring of industrial and commercial 
activity and progress, of infinite variety and incessant alteration 
in the structure and operations of the economic world. For 
more than a hundred years before Adam Smith’s birth the rate 
of wages might have .been nearly foretold throughout most of 
Scotland, and in parts of the Highlands down to the time when 
the ^ "Wealth of Nations’ was written. But so soon as com- 
mercial activity began to stir in the Lowlands, the price of 
labour became variable and uncertain. The Philosopher relates : 

^ In the last century the most usual day-wages of common 
labour through the greater part of Scotland were sixpence in 
summer and fivepence in winter. Three shillings a- week, the 
same price very nearly, still continues to be paid in some parts 
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of the Highlands and Western Islands. Through the greater 
part of the low country the most usual wages of common labour- 
are now eightpence a-day; tenpence, sometimes a shilling, in 
the counties which border on England, and in a few other places 
where there has lately been a rise in the demand for labour — 
about Glasgow, Carron, &c.’ Had Arthur Young foretold the 
rates of agricultural wages in England in 1868 from those- 
which he found prevalent in 1768, the prediction would have 
proved nearly correct in the stationary southern counties, though 
utterly false in the mining and manufacturing counties north 
of the Trent. 

It is thus a fundamental error of the a f riori or deductive 
political economy that it takes no cognizance of the cardinal 
fact that the movement of the economic world has been one 
from simplicity to complexity, from uniformity to diversity, 
from unbroken custom to change, and, therefore, from the 
known to the unknown. The origin of the error is in part 
traceable to the extreme slowness and almost imperceptible^ 
character of the movement down to the age of steam. Adam 
Smith’s own theory of wages, profits, and prices, rested on the 
assumption that employments in general were long established. 
Well known, and undergoing no change, and was expressly 
restricted to such. The immobility of the world he lived in 
shows itself in an observation of his great contemporary, 
Hume ‘ In five hundred years the posterity of those in the 
coaches and those on the boxes will probably have changed 
places.’ Hume seems to have taken for granted that five 
centuries after his time the same sort of coaches would travel on 
the same sort of road, the only ehange being in the places of the 
passengers inside and out. An age of iron, however, succeeded 
to Hs age of wood ; the age of iron, is already giving place to 
an age of steel; and who now attempts to forecast the modes of 
conveyance five centuries, or even five generations hence? ‘ De 
minimis non curat lex,’ said Mr. Mill in the House of 
Commons, citing the legal maxim adroitly in reference to the 
small importation of meat little more than a decade ago. Now, 
nearly one-fourth of the animal food consumed in the kingdom 
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comes from abroad, and even live beasts are largely imported. 

extension, again, of the area of trade has brought with it 
liability to countless unforeseen and sudden changes, rendering 
it impossible to adjust supply to demand. Not only a great 
war, like the Franco-Q-erman, disturbs the calculations of 
merchants and manufacturers ; the outbreak of the present Zulu 
war led to the sudden countermanding of large orders for sheep- 
shears, wire-fencing, and edge-tools for the Oape. Credit adds 
another unknown quantity. It springs from the growth of 
confidence between man and man, and of foresight in one sense ; 
yet it greatly augments the uncertainty of trade, the difficulty 
of anticipating the future, and the chance of expectations being 
frustrated by fraud. So long as goods are sold only for cash, 
prices are fixed by the pecuniary means .of purchasers, and are 
subject to comparatively little variation of demand ; as soon, 
too, as the sale is efieeted, the amount of the seller^s profit is 
certain. But when once promises to pay acquire a purchasing 
power, the fluctuations of prices have no assignable limit, and a 
promised payment may never be made ; so that after parting 
with his goods the producer's profit still remains doubtful. 
Not only the future, but even the present, becomes inscrutable 
in a highly advanced community. The number of employments 
is so great, each of them is so intricate a business, and affected 
by such a variety of conditions, the fortunes of the individuals 
engaged in them are so diverse, that no one dreams of surveying 
the entme field ; he often cannot tell even how'the people he 
deals with himself, and to whom he is perhaps making large 
advances, are doing. The banker of fifty years ago, in 
Mr. Bagehot’s words, ‘ formed his judgment of the solvency 
of those to whom he lent. And when London was by 
comparison a small city this practice might have been safe; 
but now that London is enormous, and that no one can watch 
anyone, such a trade would be disastrous: at present it would 
hardly be safe in a country town/ In the same work, ^Lombard 
Street,^ Mr, Bagehot lays stress on the extent, beyond the 
conception of our ancestors, to which English trade is carried on 
by borrowed capital. It is a surprising instance of the fnrnft nf 
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a foregone conclusion that this acute thinker did not see how 
inconsistent this fact was, hy his own showing, with the doctrine 
of an equality of profits, to which he adhered : — ‘ A new man, 
with a small capital of his own, and a large borrowed capital, 
can undersell a rich man, who depends on his own capital only. 
The rich man wants the full mercantile rate of profit ; hut the 
poor man wants only interest on much of what he uses.’ The 
man who trades with his own capital thus can no longer count 
on what Mr. Bagehot calls ‘ the full mercantile rate of profit.’ 
But the new system introduces much else that disturbs the old 
order of things. Did ^ the new man ’ take as much care of the 
capital he borrows as if it were his own, he would not treat the 
whole surplus of his gross profit above interest, as at his disposal, 
either to lower prices or to spend. He may be unexpectedly 
called on to refund what he has borrowed ; his credit may be 
shaken ; a hundred unlooked-for events may subject him to 
pressure; his position is far more precarious than that of the 
man with funds of his own; and he ought to provide an 
insurance fund in proportion. But he risks other people’s 
money— -not his own ; if he loses it all, he is, at the worst, no 
poorer than when he began, after, perhaps, living like a lord in 
the meanwhile ; and it will go hard with him if he does not save 
something out of the fire for himself. At a much earlier stage 
of the economic world a man ran some risk of being robbed of 
all his money ; but he seldom ran any of losing it in a trade 
speculation. We talk of modern security of property in com- 
parison with the middle ages ; yet it would be much to say that 
the wealth of a modern capitalist is as secure as that of a stout 
franklin in the worst days of the Plantagenets. 

Professor Nasse of Bonn, replying, in a recent essay, to the 
socialistic doctrine that, under State regulation, production 
might be so adjusted to consumption, and supply to demand, as 
to render industrial crises impossible, observes that such an 
adjustment, without individual freedom in respect either of 
production or consumption, is not inconceivahle, though on terms 
involving the destruction of civilization and all that makes life 
worth having. ‘ But to reconcile it with individual freedom is 
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•a problem comparable only with the quadrature of the circle. 
All the operations of fixed capital — ships, railways, factories, 
mines— involve production for the future ; but how is the future 
to be foreseen ? One may add that the ‘ orthodox ’ theory of 
prices and profits is as inconsistent as the socialistic programme 
with individual liberty. It is a curious characteristic of the 
deductive political economy that, in spite of its show of logic, 
its followers have never firmly grasped either their own premises 
or their conclusions. With; Mr. Senior and Mr. Lowe they 
^suppose, for the most part, that the assumption on which their 
theory of value rests is a universal desire of wealth. Indeed, 
some who no longer contend that the wliole economic world can 
be isolated, for the investigation of its laws, from the moral and 
political world, are still disposed to hold that there is a depart- 
ment of economic phenomena, namely, that of commercial 
exchanges, values, and prices, the laws of which may be deduced 
from the single motive of pecuniary gain. No theory whatever, 
nevertheless, is deducible from that motive alone. You may 
hnow that everybody you meet between Belgrave-square and 
the Bank loves wealth of some sort, and money, as the means of 
purchasing all sorts; but what cau you infer from that with 
respect to anyone’s part or conduct in either production or 
distribution ? Can you infer, either, that the Duke of West- 
minster will, or that he will not, sweep a crossing for sixpence ? 
The late Lord Derby is said to have replied to an engineer who 
urged that a particular line of railway would add ten thousand 
a-year to his rental—* How do you know that I care to have 
ten thousand a«year added to my rental?’ The economist, 
however, need not ascend to too lofty a region, or perplex 
himself with so transcendental a question. He may take it for 
granted, like the engineer, that people do care for ten thousand 
a-year. Mr. Lowe’s doctrine is not wholly unfounded, that the 
general love of money enables the economist to foretell human 
conduct. J ust as from the strength of the impulses to marriage, 


Ueher die Ve)'liutimg der JCroductionshnsen durch staatUehe Fursorge^ You 
Dr. Erwin Kasse. Holtzendorff^Brentano. Jalarbiicli III. i. 



228 The Known and the Uiilmown 

together with ohservations of their consequences, you may 
predict that, other cii’cumstances remaining the same, nearly 
the same number of young men in business will marry this 
year as last ; so from the strength in this country of pecuniary 
interest, and the course of conduct it has been found for centuries 
to lead to, you may predict that, if business does not greatly fall 
off, about the same number of young men will go into it this, 
year as last. For fresh youth recruits the commercial world 
every year — not every tenth year, as a cyclical theorist naively 
persists. But you can no more predict from their love of money 
what prices and profits the young men will get in their business 
than from their love of fair women what fortune they will get 
with their wives. And you might as well assume that, allowing’ 
for difference of age, looks, family, and other attractions, tho 
fortunes the wives bring will be equal, as that, allowing, 
according to the orthodox formula, for differences in the nature’ 
of their employment, they will make equal rates of profit on 
their capital. Here the real main postulate of the deductive- 
economist comes in. They cannot, he says, make a higher rate 
of profit in one business than in another, because other people 
will not allow that if they know it, but will cut in at once. 
And he assumes that they do know it. He assumes that the 
choice of occupations and investments, and the movements of 
labour and capital, are determined by knowledge so accurate- 
that the result is the same percentage of profit on capital all 
round, and a scale of comparative prices in proportion to the 
quantity and quality of the labour and sacrifices required to 
produce commodities, or their comparative cost of production. 
He predicts, in short, that the price of any given article will he 
such as to give average profit to its producers, after paying the- 
labourers average wages. If you object that prices fluctuate- 
in the most unforeseen manner— that producers, so far from all 
getting ‘ average ^ profits, meet with the most different fortunes, 
some being ruined, and some becoming millionaires— his excuse 
is ready. Political economy, he tells you, with an air of 
offended dignity, is a science of tendencies in the long run, and 
in the absence of disturbing causes ; it does not predict in 
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individual cases. A great general used to say that a man who 
was good at excuses was never good for anything else; and 
nearly as much may he said of a theory. But the deductive 
^economist has -really no title to the excuse, such as it is. 
His theory of profits and prices, when examined, will he found 
to claim to be true, under all circumstances, in the case of every 
individual in trade and of every particular article, and to 
foretell the exact rates at which goods will he sold. His theory 
of taxation is an application of his theory of profits and prices ; 
-and it proceeds on the assumption that prices will actually 
conform to the cost of production, so nicely in every particular 
case, that every special tax on any commodity will be recovered 
by the producer from the consumer, with a profit on the 
advance. No one was less disposed than Mr* Mill to strain the 
orthodox system till it cracked; and in his chapter on the 
relation of cost of production to value it is somewhat vaguely 
laid down that, as a general rule, things tend to exchange at 
isuch value, that is, to sell at such prices as will enable each 
producer to be repaid the cost of production with ordinary 
profit. But when he comes to taxes on commodities he affirms, 
in accordance with the orthodox theory, that ^ there are but two 
cases in which duties on commodities can, in any degree or 
any manner, fall on the producer.^ The excepted cases do not 
concern the question; and in the case of customs and excise 
duties, trade licenses, and various stamp duties, taxes, and rates, 
the strict theory is, that a producer recovers all special taxation 
with a profit in every particular instance. No disturbing causes 
can be pleaded, nor can the trader obtain a postponement of 
taxation until it becomes certain that he will be recouped by 
his customers. 

The orthodox, a- or deductive system thus postulates 
much more than a general desire of wealth. It postulates, also, 
such full knowledg'e of the gains in different employments, 
and such facilities of choice and change of employment, that 
any special tax can be evaded or shifted. A case where the 
conditions seem sufficiently realized will illustrate the matter. 
Indoor and outdoor serva-ntw 
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and are in the closest relations ; they know each other’s wagesy. 
perquisites, and circumstances exactly ; and the classes recruiting 
them both £ire the same, and equally well-informed. The son 
of the gamekeeper, gardener, coachman, or groom, knows as 
well as the butler and footman how the indoor servants are off ; 
and he knows that, if the duties were abolished, the condition of 
outdoor servants and labourers, who buy their own tea and beer,, 
would be improved. It is therefore a reasonable inference that 
masters who supply these articles to their indoor servants give, 
or may give if they like, lower wages in consequence of the- 
duties, and that indoor wages would rise if the duties were taken 
off, so that their real incidence maybe said to be on the servants. 
To confound this ease with that of indirect taxes in general, as 
a recent writer has done,* is to fall into the fundamental error 
of the a priori system of confounding the unknown with the 
known in the economic world. The farmer, the merchant, 
the manufacturer, the innkeeper, the grocer, the tobacconist, the 
publican, do not know the profits of other businesses, and are, to 
a very small extent, recruited from the same classes. Farmers, 
for instance, as Mr. Bear says, ^as a rule do not go out of 
farming until they are ruined.’ Most of them know no other 
means of getting a living, without sinking into the position of 
stewards and bailiffs-— a class far too numerous already. Again, 
the master can stop the amount of the duties at the time 
he pays his servants their wages, whereas a trader’s jmemises- 
may be burnt down, or he may become bankrupt a week after 
his rates and taxes are paid, and before the sale of any part of 
his stock: the payment, indeed, may he the last straw that 
breaks an overburdened back. Many men in trade, during the 
last four years, have failed to recover their taxes in prices,, 
because they have failed altogether. 

Adam Smith’s economic theory was mainly a theory of 
production and abundance, or, in his own words, of Hhe great 
multiplication of the productions of the different arts in con- 
sequence of the division of labour, which occasions that universal 


^ Mr. H. Sidgwick, Fmnightly February, 1879, p. 804. 
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opulence wlaicli extends itself to tlie lowest ranks of the people.^ 
‘With distribution by means of exchange he was concerned 
chiefly as promoting the division of labour, and thereby the 
plenty and variety of commodities. With Ricardo distribution, 
as he states in his preface, became the chief problem, and he 
elaborated a theory of exchange values, wages, profits, and 
prices, irreconcilable with the fundamental principles of Adam 
Smithes theory of production. Industrial liberty and the di- 
vision of laboixr, the two pillars of Adam Smith’s system, 
produce an economic world, the vastness, complexity, and in- 
cessant changes of which are absolutely incompatible with the 
main postulates of the Ricardian theory, that the advantages 
and disadvantages of all the different occupations are known, 
that competition equalizes the rewards of both labour and 
abstinence, and that the prices of commodities therefore are 
determined by the respective cost of produotion. The whole 
deductive theory of distribution rests on that postulate. It is, 
indeed, because so much has been built on it that scrutiny of 
the ground it stands on is resisted and resented. The system 
rests on the wrong end, the superstructure supporting the foun- 
dation, For though it is true in logic, as in mechanics, that 
nothing is stronger than its weakest part, it is not so in matters 
of opinion, whether in politics, religion, or philosophy. A 
seemingly symmetrical system has in itself -charms for many 
minds, and the interests hound up with orthodox economics are 
various and strong. The opponent of direct taxation, for in- 
stance, is well pleased with a system which teaches that taxes 
on trade and commodities fall with perfect equality; and had 
not their inequality been thus put out of sight, Mr, Gladstone 
could hardly have dreamt of the enterprise of abolishing the 
income tax. , 

In Adam Smith’s time a revolt against the blundering in- 
terference of the State led by reaction, in both England and 
France, to an overweening trust in the enlightenment and 
sagacity of individual interest, with which the notion of keen 
insight into the condition of every employment was in har- 
mony. But there was also in a oomnarativelv small- Rim ril a 
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and stationary economic world better reason to assume tbe 
existence of such insight. It might, for example, be not irra- 
tionally conjectured that in a little village at the present day 
every man knows all his neighbours^ affairs. To jump from 
that to the conclusion that everybody in England knows the 
affairs of everybody else is the leap that Ricardo and his fol- 
lowers have made. The present writer, after personal inquiry 
some years ago in villages and small towns within the United 
Kingdom and on the Continent, was led to doubt that even in 
a modern village is there such a knowledge of profits as the 
deductive economist assumes. The village innkeeper, publican, 
or shopkeeper, who is making a small fortune, does not invite 
competition by telling his neighbours of his profits; and the 
man who is not doing well does not alarm his creditors by ex- 
posing the state of his affairs. If you take a whole country 
like England, it becomes a matter of accident, situation, and 
personal history and connexion, what a man knows about the 
state of any particular business. There are people in London 
and elsewhere who know more about the state of trade and the 
openings for capital and enterprise in California, China, and 
Japan, or some South American State, than in their own 
country, and who could more easily make their own way, or 
push oh their sons or their nephews, in a place some thousand 
miles off, than in their own town. The distinction which Mr. 
Mill has drawn between international trade and home trade, in 
respect of the transferability of labour and capital and the 
equalization of wages and profit, if it had once some founda- 
tion when trade at home was simpler and better known, and 
when foreign countries were almost wholly unknown, cannot 
now be sustained. Not that the doctrine of the equality of 
profits and of the determination of compai'ative prices hy com- 
parative cost of production is now applicable to both, but that 
it is applicable to neither. It was a step in the right direc- 
tion to recognise its inapplicability to the exchanges between 
different countries, but the further step is now required of 
abandoning it altogether. 

In both home trade and international trade the migration of 
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labour and oapital has some effect on wages and profits, and the 
-comparative cost of producing different commodities some effect 
oil their comparative value and price; but in both cases the 
effect is uncertain, irregular, and incalculable. In neither case 
is there an equalization of either wages or profits; in neither 
-case do prices conform to the Ricardian law of cost. If a 
particular business is known or believed to he flourishing, 
•capital flows into it; but it also flows into businesses that are, 
in reality, very unprosperous. One has only to keep one^s eyes 
open in the streets of London to see, year after year, shops fail, 
^lisappear, and reappear with another name over the window, 
though the locality evidently does not support them. Save in 
so far as the prosperity of their own business depends on that 
of others, the people in one trade know little or nothing of the 
^condition of other trades, or no more than the newspapers tell 
them. So far, too, is the pi'oducer of one article from knowing 
the cost of every other, that often he does not know what the 
cost of his own commodity is to other producers in the same 
business. That varies with the method they follow, their 
situation, connexion, and the rapidity of their returns; the 
solvency of the people they give credit to, and the number of 
bad debts ; their own credit ; the economy, the skill, care, and 
invention exerted by both themselves and those under them; 
luck, and many other conditions. Ricardo and his followers 
have assumed labour to be the only element in the cost of 
production, and the only productive power : and the notion has 
had pernicious consequences. Capitalists have been led by it to 
look to reduction of wages as the only means of keeping up 
profit, and labourers to suppose that every increase of profit 
must have arisen from their own work, and be at their own 
cost. All the sophistry in the literature of Socialism has not 
.given birth to a more mischievous fallacy than that contained 
in the Ricardian dogma : The rate of profit is never increased 
by a better distribution of labour, by the invention of machinery, 
■or by any means of abridging labour, either in the manufacture 
or the conveyance of goods. These are causes which operate on 
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pricey and are beneficial to consumers ; but they have no effect, 
whatever on profit. On the other hand, every diminution in 
the wages o:^ labour raises profit.’ * A capitalist, no less than a 
statesman, may, by taking thought, add a cubit to his stature. 
He may diminish his outgoings and augment his returns without 
lowering wages. The soil, the seed, the animals, the coal, the 
machinery, the chemical agents that capitalists employ, have 
productive powers ; their own brains have productive powers ; 
and all these forces may be made, by skill and economy, to 
produce more at less cost. Mr. Mill made, doubtless, an 
important correction of Ricardo’s language in saying that the 
rate of profit depends, not on wages, but on the cost of labour ; 
but the cost of labour is only one of several conditions affecting 
the result. 

What is or may be known generally, with respect to com- 
modities, is not the cost — still less the profit — of producing 
them, but their actual market price. People in a particular 
trade may further know what profit a particular price yields to 
themselves, though the same price may give very different 
profits to different producers. People outside the trade, again, 
may know whether the present prices of the things produced in 
it are above or below the usual level. But not even the people 
in the trade can know what the price will be six months hence. 
When the price of an article— say coal or iron— is above the 
usual level, capital is attracted to its production, and bills 
increase in the business ; but no examination of the entire field 
of employment is known or attempted. In truth, the choice 
of employment runs in a very narrow groove. There is, no^ 
doubt, a tendency of trades to localize themselves, like cotton 
manufacture in Lancashire, in the places with the best natural 
aptitudes for them. But in the degree and manner in which 
this localization takes place it is largely the result of want of 
information, and want of originality and enterprise, and is far 
from effecting the best distribution of industry. Men follow 
each other, like sheep, in flocks, though the sheep are not wise in 

Bieardo^s ed. IVPCiillocli, p, 49. 
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iixfemng tliat wherever there is enough good grass for a few, 
there must be plenty for the whole flock that goes after them. 
Belfast is well situated for the manufacture of linen^ and has a 
trained population, with hereditary aptitudes ; but that is far 
from affording adequate reason for the fact that almost everyone 
there with capital has, for the last two generations, gone into 
linen ; for the place and people have capacities for other manu- 
factures. The Belfast people have put almost all their eggs in 
one basket. There has been a gxeat over-production of linen ; 
and the case is only one of many, showing that Ohaneellor 
Oxenstiern’s saying, ‘ Quantula sapientia regitur mundus,’ is as 
true of the commercial as it is of the political world. 

Instead of the world of light, order, equality, and perfect 
organization, which orthodox political economy postulates, the 
commercial world is thus one of obscurity, confusion, haphazard, 
in which, amid much destruction and waste, there is by no 
means always a survival of the fittest, even though cunning be 
counted among the conditions of fitness. ‘The race is not to 
the swift, nor the battle to the strong, nor yet riches to men of 
understanding; but time and chance happeneth to them all.^ 
The part of chance in the matter is really so great, the venture- 
so often chiefly at other people’s risk, and the ramifications of 
commercial relations and credit, the sudden changes in the 
activity of business and in demand, the fluctuations of prices, 
make the trader’s future dependent on so many other conditions 
than his own skill and care, that not a few hardly tiy to exercise 
judgment or foresight. The Duke of Wellington is said to 
have replied to a lady who besought him to tell her how the- 
Battle of Waterloo was won : ‘Well, madam, we pounded and 
they pounded, and we pounded the hardest.’ If the story is 
correct, the Duke probably thought no better account of a battle 
intelligible to a woman ; but many men nawadays seem of 
opinion that the only way to succeed in the battle of Efe is to 
pound the hardest as long as they can, especially if they can do 
so with metal from other people’s magazines. The very word 
‘ speculation ’ has undergone a perceptible change of meaning, 
denoting something much nearer gambling than it once did. 
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Adam Smith spoke of certain employments in his day as 
lotteries—^ the lottery of the law,’ ‘ the lottery of the sea/ for 
•example— and of the absurd presumption of mankind in their 
own good fortune in respect of such lotteries. Now almost 
every trade has become a lottery, and human presumption has 
in no respect diminished. 

The ignorance and blindness with which modern trade is 
carried on are, as the foregoing pages have shown, partly 
inevitable and irremediable, resulting as they do, to a great 
extent, from the consequences of industrial and commercial pro- 
gress on the one hand, and the limitations of human faculties 
on the other. So much could never be known, in a free and 
progressive world, of the condition and prospects of every 
•employment, nor could the transfer of labour and capital 
become so easy, as to produce an approximation to the equality 
in the rate of profit imagined by the orthodox economist. His 
system has, indeed, done much to defeat itself and to aggravate 
the obscurity, disorder, and inequality. By assuming that the 
laws determining profits, prices, and the division of employment, 
are fully understood, and pursuing the method of deduction 
from arbitrary assumptions to the neglect of the investigation 
•of facts, he has left us in darkness with respect to many matters 
as to which the economic world might be less unknown than it 
is. Arthur Young’s ‘ Tours,’ Tooke’s ^ History of Prices,’ 
Porter’s ^Progress of the Nation,’ Thorold Eogers’ ^History of 
Agriculture and Prices,’ Oaird’s/ English Agriculture in 1850,’ 
the so-called ‘ Domesday Books ’ — inaccurate as they are — the 
'Agricultural Statistics,’ and those relating to trade and to 
income, together with the Reports of many Parliamentary 
Committees, afford an example of the facts that might be 
gathered, marshalled, and sifted. We might by this time have 
an almost complete industrial and commercial map of the king- 
dom, showing, for the last forty years, the distribution of trades, 
the changes in the methods of both manufacture and farming, 
the migration of their sites, the new employments invented, the 
number of persons in every employment in each successive year, 
the fluctuations in the prices of both commodities and labour, 
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mi in the chief markets only, hut in every town and imrish, and 
the main changes that have taken place in the nature, amount,, 
and distribution of national wealth, and other causes. Mr- 
Bagehot, criticising the plea of a German economist and statist,. 
Dr. Gustav Cohn, for a close investigation of all facts relating 
to hanking and other departments of industrial and commercial 
economy, called it, by way of disparagement, ^the all-case 
method/ affirming that no discovery was ever so made. It 
would be nearer the truth to say that no discovery was ever 
made hy the no-case method. To imagine that a clever man, 
with his eyes shut, can think out the laws of the economic 
world is as reasonable as to suppose that he could, in the same 
manner, discover the laws of the physical world. In chemistry,, 
in natural history, in physiology, in physical astronomy,, 
discoveries are made every year by the all-case method— by 
neglecting no phenomenon as unworthy of observation, and 
investigating every case that presents itself, with a view to 
ascertaining its causes and laws. The economist ‘might acquire 
by this method something of the faculty of prediction which 
Mr. Lowe claims for him. The relation, for example, between 
the economy and the law of a country, and between the move- 
ments of both, is one of the cases in which a power of prevision 
may be acquired by the inductive method. When Mr. Lowe 
affirms that political economy is the only department of political 
and moral science in which prediction is possible, he forgets that 
all the laws of civilized society are based on the assumption that 
the conduct of the great majority of its members can be foretold, 
that they will obey the laws, and that eertain consequences, 
moi’al, political, and economic, will ensue. Were it otherwise, 
the desires of which the various kinds of wealth are the objects 
would lead, not to industry and commerce, but only ‘to plunder 
and theft. In relation to the present depression of trade, an 
instance maybe given of the power of prediction the lawyer 
possesses. As Auguste Gomte well said, Ho predict the future 
you must he able to predict the past, where your predictions can 
he verified and your method put to the test.’ The following 
prediction of the iiast. nrovinfr a. nnwpr n-f 
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is in point. Not long ago, an eminent economic authority, 
Mr. Jevons, referred, in a letter in the ^ Times/ to the number 
of bankruptcies in the United States in 1878, in support of his 
theory of a decennial solar cycle, resulting in regular periods of 
depression and commercial crises. An eminent legal authority, 
on the other hand, Mr. Francis Eeilly, observed at once to' the 
present writer, that Mr. Jevons should have inquired whether 
anything besides the number of sun-spots had changed, adding, 
that the American bankruptcy law varied, and as in this 
country the number of bankruptcies varied with the law, he 
believed it would be found to be so in the United States. Soon 
afterwards facts were published, proving that this prediction of 
the past was well-founded, that the great number of American 
bankruptcies last year arose from the desire of debtors to take 
advantage of an expiring Act — too liberal to defaulting traders — 
and that Mr. Reilly might draw an Act that would much 
diminish the number of fraudulent bankruptcies in England, 
and possibly baffle Mr. Jevons’ solar cycle in 1888. 

Again, although the modern commercial world is, by its 
nature and constitution, by the ever-increasing extent of its 
;area, not only one of perpetual change, but liable to sudden 
;and unforeseen disturbances, yet the very perception of this 
fact and of its causes gives a power of prevision. A curious 
■and instructive example of the error of the a economist 

On this point will be found in Ricardo’s chapter on natural and 
market price- He could not shut his eyes altogether to the fact 
that there were fluctuations in prices and profits, disturbing the 
order and equality his theory assumed, and was compelled to 
admit that the termination of the great war with France, for 
example, had deranged the previous distribution of employments 
in Europe, and destroyed some of the occupations of capital.* 
But he proceeded at once to set aside such changes in his 
exposition of the laws of wages, profits, and prices, on the 
assumption that they were equally operative in all states of 
society — an assumption absolutely false in itself, and assuredly 
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not a reason for leaving the phenomena in question out of 
consideration, had it been true. ^Having/ he says, 'fully 
acknowledged the temporary effects which,, in paa'ticular em- 
ployments, may be produced on the prices of commodities, as 
well as on the wages of labour and the profits of stock, by 
accidental causes, since these effects are eqmUy operatim in all 
states of sociefy, we will leave them entirely out of our con- 
sideration, whilst we are treating of the laws which regulate 
natural prices, natural wages, and natural profits.^ That is to 
say, iif discussing the natural as distinguished from the posi- 
tive laws governing the distribution of wealth, he ignored the 
essential difference between stationary and progressive society — 
between the ancient economic world, with its simple and cus- 
tomary methods and prices, and the modem, with its vastness, 
complexity, incessant movement, and sudden vicissitudes and 
fluctuations* The changes which he set aside as the results of 
' accidental causes ’ were mainly the natural and inevitable 
consequences of the constitution and course of the economic 
world in which he lived. But even disturbances which aiise 
from political and other causes of a different nature ought to 
be taken into account by both the theoretical economist and the 
practical man of business, as inseparable from the world and 
the age in which we live. The present depression of trade 
has been attributed to various temporary causes — the Branco- 
German War and its consequences, the war in Turkey, the im- 
mense military expenditure through Europe, the demonetiang 
of silver, a succession of bad harvests at home, and famines in 
India and China. These are not, in truth, the only causes of 
the depression which has arisen in a great measure, as already 
explained, from conditions inherent in modern economy ; hut 
even the temporary occurrences referred to have nothing really 
abnormal in their character : they are natural incidents of the 
world and the age, and as such should have been included in 
the speculations of both economists and men of business. It is 
written, indeed, that 'he that ohserveth the winds shall not 
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sow, and he that ohserveth the clouds shall not reap ; ’ hut he is. 
a poor husbandman who reckons on nothing but fine weather. 

The present article has kept the industrial and commercial 
side of the world chiefly in view ; but it would be a fundamental 
error to regard the economical world as bounded by commerce 
and industry, or as containing no other phenomena whose laws- 
it is the object of political economy to investigate. The desires* 
for various kinds of wealth are not the only motives on which 
the production and distribution of wealth depend ; the economist 
must penetrate even into the most romantic passions and senti- 
ments of the human heart. There, too, all is not unknown, or 
bejmnd scientific, or even commercial, prevision. No writer of 
his time had a keener insight into the secret springs of the 
movements of society, when he was not in economic leading- 
strings, than Mr. Bagehot, who has finely observed that ^ the* 
range and force of some of the finest imjmlses and afieotions of 
young hearts enter largely into the calculations and anticipated 
profits of the speculative builder.^ Stop for a twelvemonth 
marriages of the most sentimental order — those of j)ui'e love — 
and many builders and bouse-owners will be ruined ; many 
clergymen, lawyers, and doctors impoverished; and a generation 
hence it will be felt in the labom* market, and in every trade- 
and profession. But marriages for love will not stop for 
twelvemonth ; the calculation of the Eegistrar-Greneral will not 
be defeated ; clerical, legal, and medical functionaries will be 
employed, and five-and-twenty years hence sons of this year’s- 
lovers will be found in every vocation. A critic has severely 
rebuked the writer for having, in a previous article, controverted 
Mr. Lowe’s proposition that the desire of wealth is the single 
motive in human affairs on which predictions can be founded, and 
that ‘ in love, war, and politics, prediction is impossible.’ ^ He ac- 
tually,’ the critic says, ‘ adduces the fact that we can predict, within 
a certain small limit of probable error, the number of marriages, 
for any year, as a proof that economic phenomena do not depend 
on the operation of a single motive. He could not have chosen 
a more unlucky example ; for the merest tyro in statistical 
inquiry is aware how closely the number of marriages is con- 
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iiectad with the price of grain, and this in all countries. No 
one can possibly look at the curves representing these two facts 
without seeing that the price of grain determines the movement 
of the marriages.’^ The critic would appear to hold that the 
single, motive to marriage is to go share in a big loaf. But it 
is true that, although only the poorest class is restrained by the 
price of corn, when bread is dear many poor persons are unable 
to marry for love. The curious thing is that in England, 
among a nation of shopkeepers, marriages are more commonly 
for love than in Prance, where the tender passion is supposed 
to be more easily excited; and that if the love of money be 
anywhere the single motive from which transactions in the 
matrimonial market can be foretold, it is at the other side of 
the Channel. In all countries, however, the forces by which 
the economic world is moved are many and complex ; and it is 
only by a searching investigation of its actual movements that 
the laws by which these movements are governed can be known. 

It is not meant that deduction has no place in economic 
science; every inference from, or application of, a general 
principle is a deduction. What is meant is, that political 
economy has not reached the stage of a deductive science ; that 
the fundamental laws of the economic world are still imperfectly 
known; and that they can be fully known only by patient 
induction. The aphorism of Bacon, moreover, respecting the 
application of human laws, should be constantly present to the 
mind of the student of economic laws.: — ‘ Consequentiae non 
est consequentia; sed sisti debet extensio intra casus proximos: 
alioqui lahetur ad dissimilia, et magis valebunt acumina 
ingeniorum quam auotoritas legum.’ The theory of profits, 
prices, and taxation, referred to in a previous page, affords an 
instructive instance. That everyone desires money is a conse- 
quence of the fact that money is the common medium of 
exchange, and purchases everything. But every subsequent 
link in the chain of circumstances deduced in the orthodox 
theory is defective— that there is a consequent equality of both 
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wages and profits ; that prices are, therefore, in proportion to 
cost of production; and that a tax on any special trade or 
commodity- falls necessarily on the consumer, and cannot fall 
on the producer. Small capitalists have been driven out of 
several trades by taxation, and it is thus possible that in parti- 
cular cases so-called indirect taxation, by ruining producers, 
may cause the stock-in-trade to be sold at a sacrifice to 
consumers. 

Two conclusions at least, it is hoped, many readers will 
concur in — that the economic world is still, in a great measure, 
an unknown one; and that to know it economists must ex- 
plore it, as geographers have explored the world of physical 
geography. 


XVIII. 


THE HISTOET AND FUTHEE OP INTEREST AND 

PROFIT.^ 

The history of interest, which involves that of profit, is con- 
nected with fundamental changes in human society, and in the 
ideas and feelings on which it rests. It raises, too, economic 
and social problems of no little importance for the future of the 
civilized world. Once it was a question wholly of moral* and 
religions sentiment, at length embodied in positive law, whether 
interest were permissible, and, if so, what rate should subsist* 
A generation ago in this country all restraint of its rate, 
together with all other interference on the part of society at 
large, or the State, with pecuniary dealings between adult men, 
seemed definitely abandoned. But on the Continent of Europe 
the legitimacy of interest is vehemently disputed by the adherents 
of Socialism ; a feeling against it is growing up in the United 
States ; and even in England, although no special question about 
interest has been raised, there are indications of a tendency to 
revert to ancient ideas on kindred subjects* 

The mediseval reprobation of interest under the name of 
usury has often been ascribed to the Christian Church, but 
its origin may be traced to a much earlier stage of society* 
Churchmen and canonists, doubtless, appealed to Christian 
doctrine, as well as to Aristotle’s doctrine, that interest is 
unnatural, because money, unlike corn and cattle, is barren and 
cannot beget money ; and since nothing is lost by the loan of 
an xinproductive commodity, they argued that the lender was 

* Jimeto, Novemher Isty * 



244 The Sistory and Fuiure of Interest and Profit. 

in equity entitled to no reeorQpense. But Aristotle himself 
unconsciously sought to justify a notion inherited from pre- 
historic tiijaes, -when the members of each community still 
recognized each other as kinsmen ; when communism in property 
existed, at least in practice, and no one who had more than he 
needed could refuse to share his superfluous wealth with a 
fellow-tribesman in want. Tacitus, who remarks that usury 
was unknown to the ancient Grermans, tells also that anyone 
might enter the house of a Grerman, and ask for what he 
pleased : receiying it as a matter of course, and placed under no 
obligation by the gift. Describing, in like manner, the ancient 
customs of the Eskimo, Dr. Eink says that if anyone had 
anything to spare, it was ranked among goods that were 
possessed in common; and if a man borrowed tbe boats or 
weapons of another, he was not bound to give the owner any 
compensation for damage or loss. The usages and sentiments 
of archaic communism survived in various forms long after 
private property, even in land, had grown up. Ear down in 
the middle ages, the rich man who closed his hall-door, and 
dined in a private room with his family, was a byword for 
extraordinary selfishness and meanness. Many other medimval 
customs and opinions had their original source in pre-historic 
tribal and family ideas, and in the practices of a stage of social 
©volution when each little community deemed itself on© in blood 
and ancestral gods, and individual proprietary rights were most 
imperfectly developed. The maxim ‘ Natura non facit saltum’* 
is true of the social as of the physical world. The structure of 
English medieval society, especially on its economic side, had 
throughout a foundation of which the original type must be 
looked for in archaic kinship. The guild was a brotherhood 
bearing all the marks of deriving its organization and funda- 
mental ideas from the ancient joint family. The township or 
village community had been constituted either by actual kinsmen 
or by a body of men organized as such. The typical town was an 
expansion of the township. The nation was an amalgamation of 
tribes whose tribal ideas survived in various forms. On all sides 
social structures, practices, and notions existed, descending from 
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a time when neighbourhood was scarcely possible without blood 
relationship or formal adoption, unless in the case of the 
conquered serf. The feeling of actual kinship might have 
disappeared in that of membership of a local community bound 
together by ancient customs, rights, and obligations, but neither 
townsmen nor countrymen could have conceived individuals 
dwelling in the same place, without bond, connexion or reciprocal 
duties, each pursuing what life and occupation he thought fit, 
controlled neither by his neighbours, nor by ancient local usage. 
The theory of mediaeval prices had gx’own out of the archaic 
idea that the vendor of a commodity or the labourer for hire in 
a neighbourhood was either a member by descent or adoption of 
the local community, or its servant, and in either case hound to 
conform to its usages, to render to it honest and loyal seiwice, 
and to accept customary or equitable remuneration.’ And the 
connexion is close between the prohibition of interest and the 
penalties in the early statutes against forestalling, engrossing, 
and regrating. The forestaller was regarded as seeking an 
exorbitant profit, not by honest work, but simply out of the 
necessities of a neighbour, who stood in the shoes of the ancient 
kinsman, and had inherited, as it were, the moral rights of one. 
A man was held entitled to a fair price, determined commonly 
by custom or authority, for work or produce, but not to a profit 
on buying or storing up things of which his fellow-townsmen 
stood in need. Dr. W. von Ochenkowski, in a recent work of 
merit, > Englands wirthschaftliche Entwiokelung im Ausgange 
des Mittelalters,’ lays too exclusive a stress on the duty which 
the medimval citizen owed to the State. That duty plays an 
important part in mediaeval economy ; but Dr. von Ochenkowski 
overlooks the nearer duty which the burgher owed to the civic 
body, and the inhabitant of a township or manor to the little 
village community and its lord. 

The fundamental idea of modern English economy — -that 
every man should be free to follow his own pecuniary interest 
as he thinks fit without fraud— does not distinctly emerge until 
the sixteenth century, in which Shakespeare deplored the decline 
of the loyalty of the antique world, ^when service sweat for 
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duty, not for mead.’ Yet we may detect in commercial towm 
an earlier break with antiquity in respect of dealings between 
lenders and borrowers. Two opposite practices in relation to 
the payment of interest co-existed in the fourteenth century, 
one descending from social infancy, the other developed in the 
progress of intercourse between mercantile people — among 
whom, moreover, the clergy were in no great esteem— by 
experience of the needs of trade. There were ordinances of the 
Mayor of London against usury, but they were rarely enforced, 
and seem to have been chiefly aimed against foreigners and 
the high rate of interest they exacted. The civic authorities 
formally sanctioned in the case of citizens what would now be 
regarded as an enormous rate of interest, and passed accounts 
in which it was ^charged, as in accordance with Uhe custom 
of the city.' The city records show that the fortune of a ward 
was customarily intrusted to his guardian to employ in his own 
business, paying interest at ten per cent. Thus, in 1374, the 
account of a mercer was duly presented respecting ^ £300 
belonging to a minor, son of a late citizen, and delivered to the 
mercer to trade with.’ The mercer ‘ charges himself with £300 
so received, and with the increase by way of profit, four shillings 
being paid yearly for the use of every pound according to the 
custom of the city, of which he asks that he may be allowed two 
shillings in the pound for his trouble, according to the custom 
of the city.’* The customary rate of profit is here computed at 
twenty per cent., the customary interest at ten per cent., or half 
profit ; the rate of profit being ‘ double interest,’ as Adam 
Smith says it was in his time, four hundred years afterwards. 
The Act 37 Edward III., o. xi., which puts merchants, citizens, 
and burgesses with a capital of £1000 on the same footing in 
point of expendible income as landowners with £200 a-year, 
proves that twenty per cent, was then considered the customary 
rate of profit in the commercial towns of the kingdom. It is 
observable, too, that ten per cent., the customary rate of interest 
among the tradespeople of London in Edward III. ’s reign, is 

* Memoriak of London ^ p. 378. Compare a fislimonger’s acoouat, 

pp.446,'447. ' ^ 
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tlie rate permitted by the Act of Henry VIII. in a.t). 1546, 
which first legalized interestj so that it seems to have been still 
regarded at the latter period not only as the traditional rate, but 
also as moderate and reasonable. 

We must not, indeed, take the profit and interest customarj 
in commercial towns in the reign of Edward III. as repre- 
senting rates cun'ent throughout the country. The profits of 
agriculture after the pestilence in the middle of the fourteenth 
century, lowered as they were by the rise of wages consequent 
on depopulation, could not have borne a rate of interest ap- 
proaching to ten per cent, on the capital engaged in ordinary 
farming. Outside of the region of town trade no regular or cus- 
tomary rate prevailed. Unless among townspeople, money in 
the Middle Ages was usually borrowed not to make profit, but 
because the borrower was in need, and the interest was often 
extortionate. In many cases the penalties on usury prevented 
loans altogether. The amoxmt of accumulation, moreover, in 
the Middle Ages was small, and but little of it took the form 
of coin, the only loanable form of capital, even townspeople 
commonly investing their savings in land, cattle, sheep, plate, 
household stuff, and clothing. The amount of capital that 
could be put into trade was limited in various ways, and, save 
in trade, loans for interest were surrounded with danger, dis- 
credit, and trouble. Money, too, that is to say coin, was scarce. 
The English silver mines had become exhausted in the four- 
teenth century the Papal See caused a constant drain of 
treasure; foreign war was another source of pecuniary loss; 
and base money from abroad supplanted the sterling coin of 
the realm. Monasteries and great landowners not unfrequently 
raised loans, but there was so little lending throughout the 
country, that we may confine our attention to the towns. 

Several questions arise with respect to interest and profit 
in the towns. How did so high a rate of interest as ten per 
cent, come to subsist in medieval trade ? Why did it continue 


^ See Dr. Georg Scliatiz's excellent work, Miglisohe SandelspoUtik, gegen Ende 
des Mittelaltersj i, 


248 The EiBtory and Future of Interest and Proftt 

at the same rate, neither fluctuating from time to time, nor 
declining on the whole, as it has done in modern times ? How 
was a customary profit of twenty per cent, established ? The 
high rate of interest in the Middle Ages has often been ascribed 
to the insecurity of capital. But unless in foreign commerce— 
which as yet was chiefly in foreign hands, and in which there 
was danger of both piracy and shipwreck, and great gains and 
great losses were made — trade risks were less in the Middle 
Ages than they are now. Trade, in general, was carried on in 
a small, customary, circumspect way, regulated by guilds and 
civic authority ; demand and prices could generally be estimated 
beforehand; and there was little or no speculation. The rate 
of commercial interest was not determined hy the demand for, 
and supply of, money ; had it been so, it would have varied 
from time to time, instead of remaining steady at ten per cent. 
Its explanation must be sought, first of all, in the rate of profit. 
Modern economists have for the most part assumed that com- 
petition proportions prices to cost of production and equalizes 
pi’ofits. Mediaeval economy was based on very different prin- 
ciples, yet it brought about a much closer approximation of 
profits to equality, and a much closer correspondence of prices 
with outlay, labour, and sacrifice. The mediaeval theory was, 
that the trader owed to the community to which he belonged 
good articles for reasonable and moderate remuneration, and 
should not seek his own / singular profit ;V while he was, on 
the other hand, entitled to such profit and prices as yielded 
a sufficient livelihood to himself and his family — the family 
forming an important unit in the social economy. In Elfric’s 
‘ Colloquy of the Eleventh Century,’ the Merchant says, ^ I say 
that I am useful to the King and to ealdormen and to the rich 
and to all people. I ascend my ship with my merchandise and 
sail over the sealike places, and sell my things, and buy things 
which are not produced in this land.’ To the question, ^ Will 
you sell your things here as you bought them there?’ he 
answers, ‘I will not, because what would my labour benefit 
me ? I will sell them dearer here than I bought them there, 
that I may get some profit to feed me, my wife and children.’ 
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Anything above a fair profit was regarded, like extortionate 
interest, as usurious, because out of proportion to labour and 
cost. Thus the Ordinances of the Plumbers,! approved by 
the Mayor and AldeiTuen of London in the thirtieth year of 
Edward III. , ordain ‘that everyone of the trade shall do his 
work well and lawfully, and that for working a clove of lead 
for gutters or for roofs of houses, he shall take only one half- 
penny, and for working a clove for furnaces, belfrys and con- 
duit pipes, one penny. Also that no one for any singular 
profit shall engross lead coming to the said city for sale, to the 
damage of the commonalty, but that all persons of the said 
trade, as well poor as rich, shall be partners therein at their 
desire.^ There were many ordinances, both royal and municipal, 
in the fourteenth century for the sale of various commodities 
‘ at reasonable prices.^ The general standard of ‘reasonable’ 
or fair price and profit was custom. Where the seasons, as in 
the ease of food, or other circumstances made a customary price 
impossible, the local authorities or the central government itself 
intervened to prevent sellers from taking advantage of the ne- 
cessities of buyers. There was abundance of self-seeking and 
greed of lucre, as well as of hypocrisy, in the medimval world, 
but they worked not through competition, hut through eomhi- 
nation ; towns, guilds, companies, classes, grasping at exclusive 
privileges, monopolies, and gains. Men pursued their prey, as 
it were, in troops and packs. What w^as sought was not the 
gain of individuals as such, but of communities, corporations, 
fraternities, and orders. 

The causes determining mediecval profit may then he easily 
understood. Its high rate vras not the result, as in new coun- 
tries in modern times, of a great productiveness of labour and 
capital, aided by prolific natural agents . In a small, and, 
compared with our own, a nearly stationary commercial world— 
where the number of persons engaged in each trade was limited 
by guild ordinances, or by the governing body of the town ; 
where every business was carried on in accordance with usage 
or rule, even the amount of capital or work being often re- 
,stricted; where prices were controlled by custom, public opinion, 
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authority, or positive law— the ordinary rate of profit might he 
without difficulty measured, indirectly regulated, and kept at a 
high level.*' Twenty per cent, came accordingly to be the cus- 
tomary rate of profit in the fourteenth century, and seems to 
have continued so long afterwards. Again, the customary rate 
of interest in mediseval trade was half profit, or ten per cent., 
not because the competition of lenders and borrowers resulted 
in such a rate — for competition would have produced a fluc- 
tuating, not a stable or customary rate — but, it may be rea- 
sonably conjectured, on the same principle that prevailed in 
the common European tenure of metayage, that the person 
furnishing the capital should get half of the produce, and the 
person performing the labour the other half. Throughout the 
greater part of Europe down to the sixteenth century the pre- 
vailing rate of interest was ten per cent., and twenty per cent., 
or double interest, appears to have been the customary profit, 
at least in common opinion. 

The statute of Henry VIII. ’s reign (37 Henry VIIL, 
A.D. 1546), which legalized interest at ten per cent., though 
prohibiting higher rates as usurious, opens a new epoch in the 
history of the subject. Interest was now distinguished from 
usury. The same cause that had led the civic authorities of 
London two centuries earlier to sanction trade loans at that 
rate, now acted on the Legislature with respect to all loans. 
Economic considerations prevailed over early moral ideas and 
later theological dogmas. The extension of manufactures and 
commerce called for an extension of credit, and interest was the 
foundation or raison d^etre of credit. The change was connected,, 
too, with the Eeformation and the decline of ecclesiastical 
authority, while the position and influence of merchants and 
citizens had risen. There was, at the same time, a general 
tendency of legislation towards a relaxation of restraints on the 
disposition and use of property, of which the Statutes of Eines- 
and of Wills are instances ; commercial policy and the dictates 
of experience superseding the notions of both archaic and feudal 
society respecting the inalienability of family property. Theo- 
logy recovered ground for the moment in Edward VI.’s reign. 
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when ‘ a BilL against tJsurj/ in 1552, enacted that the late 
statute sanctioning interest should be ^utterly abrogate, void, 
and repealed/ But in 1571, an Act of Elizabeth, following 
that of Henry VIII., again legalized interest at ten per cent. 
Thenceforward the Legislature intervened only to lower the 
legal rate, which early in the seventeenth century was reduced 
to eight, afterwards to six, and in the middle of the eighteenth 
century to five per cent. These reductions might appear at first 
sight like attempts to tighten restrictions on dealings between 
lender and borrower; but they simply followed at a distance a 
fall in the market rate, which always averaged below the legal 
maximum. During Elizabeth’s reign, though the Queen herself, 
at her accession, had borrowed at twelve per cent, on account of 
the supposed insecurity of her throne, the market rate sank far 
below the lawful ten per cent. Thzwghout the seventeenth 
century the usual rate was five per cent. In the eighteenth 
century the interest on the National Debt stood at one time so- 
lo w as three per cent. The immense loans contracted by the 
Government during the long war with France afterwards caused 
a considerable rise ; but the permanent tendency of the rate in 
modern times, amid frequent fluctuations, has been to decline. 
In the later Middle Ages it stood, as we have seen, at ten per 
cent. ; while in the present year, according to the price of the 
Funds, it has kept close to three per cent. What have been 
the causes of this fall ? What conditions now govern the rate 
of interest? How are its incessant fluctuations on the one 
hand, and its decline in the long run, on the other hand, in 
contrast with its stationary rate in former years, to be explained ? 
Is a continuous fall to be looked for in the future? 

Many eminent writers before Adam Smith supposed that 
the fall in the rate of interest after the middle of the sixteenth 
century had been caused by the change in the purchasing power 
of money, consequent on the influx of silver from America. 
Money, they said, was worth less, and therefore less was given 
for the use of it. But, as Adam Smith has replied, the change 
in the pmohasing power of money afleoted both interest and 
principal alike, and could not alter the proportion. Tet tho 
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writers referred to were not wrong in ascribing tbe reduction of 
interest mainly to the increase of money, though mistaken in 
their view of its mode of operation. It was by augmenting, 
not the sums of money in the market for commodities, but the 
stocks of money entering the loan market, that the new silver 
lowered interest. The sudden descent in the market rate in 
Elizabeth’s reign, already alluded to, may he traced mainly to 
two causes — the increase of silver in Europe after 1545, when 
the mines of Potosi were discovered, and the new coinage under 
the great queen. In 1523, it had been computed in Parliament 
that the total amount of money in the kingdom did not exceed 
a million. Elizabeth’s mint coined more than five millions. 
Old men, says Harrison, in his description of England in her 
reign, could remember when it was rare for a farmer to have so 
much as six shillings in hand ; whereas, when he wrote, it was 
•common for one to have as much as six or seven years’ rent by 
him, though rents had enormously risen. Little of the coin 
thus accumulated in the country was put out at interest ; but in 
London and other commercial towns stores of money did not 
lie idle. 

The steadiness of the mediseval rate of commercial interest 
has already been accounted for by the steadiness of the rate of 
profit on the one hand, and the fact that half profit was accounted 
fair interest on the other, in conformity with the principle oom- 
monly followed in farm tenures throughout Europe-— that the 
pei’son advancing the capital was entitled to half the produce. 
According to Adam Smith, interest in his time bore the same 
proportion to profit. ^Double interest,’ he says, ^ is in Great 
Britain what the merchants call a good, moderate, reasonable 
profit — terms which, I apprehend, mean no more than a common 
•and usual profit.’ Whether this estimate was strictly accurate 
may be questioned. The rate of profit was no longer as certain 
as it had been under the mediseval system. Nevertheless, the 
philosopher lived in an age in which custom was still ‘the 
principal magistrate of man’s life.’ Trade was carried on in 
the main by customary methods. In old and well-known 
employments, to which he limited the doctrine of the equality 
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of profits, the rate may have been tolerably well ascertained and 
tmiform; and the steadiness of profit tended to make interest 
steady. Some of Adam Smith’s fundamental ideas — such as- 
the correspondence of price with cost of production, the equality 
of profits, and that ordinary profit was double interest — had 
come down from an earlier economic world, many of whose 
usages and traditions survived. He referred phenomena, which 
were really vestiges of an old stationary economy, to a new and 
progressive one slowly emerging, under which free competition 
was about to supersede custom, law, and ofiicial control, and to 
transform a standstill and uniform world into one of infinite 
diversity, and change, and incessant movement. His own 
observations show that industrial and commercial progress was 
already creating wide divergence of prices, profits, and interest 
from old standards. The period was one of transition, which 
at length brought the old economic regime to a close, and 
established one of which production on a large scale, specula- 
tion, unlimited competition, and ceaseless fluctuations of prices, 
profits, and interest are essential features. We are thus brought 
hack to the questions, What are the modern conditions deter- 
mining the rate of interest, and whether its continuous decline 
is an inevitable consequence of social j)rogress ? These inquiries- 
involve topics transcending tlie province of economics ; but even 
those that are strictly within it deeply concern the future of the 
civilized world. 

Why, then, is the rate of interest on the best security only 
three per cent, in Great Britain, while it is higher in the United 
States, and even in Holland, formerly the stock example of low 
interest ? The answer which a chapter of Mr. Mill’s ^ Political 
Economy ’ suggests, and which is true so far as it goes, though 
inadequate, is that the desire and the means of aecumuiation 
have led in this country to the existence of a quantity of capital 
which its owners are led by the preference of other pursuits, or 
of ease and leisure, above commercial business, to lend instead 
of personally employing; while there is, on the other hand, a 
demand on the part of people engaged in trade for loans. The 
consequent equation of demand and supply results in a rate of 
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oommereial interest whioli indirectly governs tlie price of the 
funds and the income from such investments, trade being the 
chief competitor with Government stock and similar securities 
for loanable capital In connexion with this explanation, it 
should be borne in mind that the increasing accumulation is not 
the only cause that has vastly augmented the supply of loanable 
capital. The greater part of the movable and immovable pro- 
perty aeoumiilated in a country, in goods, machines, materials, 
cattle, buildings, and soforth, never directly enters the loan 
market; and in former times such aooumulations would not 
have affected the rate of interest even indirectly. But banking 
and credit have rendered the intervention of money no longer 
necessary to effect loans, unless in a panic. A vast quantity of 
wealth, not itself directly loanable, is practically converted by 
credit into productive capital, of which borrowers get the com- 
mand. The manufacturer and the merchant obtain, through 
the intervention of banks, advances of the fixed or circulating 
stock they stand in need of. In former times they must first 
have obtained a loan of money in sterling coin. Credit, though 
unfortunately called money in city phraseology, is neither money 
nor capital, but it acts as the representative of both in the loan 
market, and has virtually multiplied beyond calculation the 
supply of loans. Tet, vastly as it has augmented the supply, it 
has not tended only to lower interest, for it has also vastly 
augmented the demand. The holder of goods can get advances 
on his stock, and is often a borrower. The operation and 
activity of modern credit are, moreover, connected with a system 
of industrial and commercial enterprise which creates a pro- 
digious need of the loan of capital to carry it on. It is 
impossible, accordingly, to lay down any general proposition 
respecting the effect of credit on the rate of interest. At one 
time it augments chiefly the demand for loanable capital, and 
at another time the supply. The difficulty is thickened by tbe 
close connexion between the action of credit on capital on the 
one hand, and on the circulation and prices on tbe other. When 
credit expands in the loan market, it is active also in the market 
for commodities, and prices rise, giving promise of profit ; when 
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it collapses in the former, it contracts in the latter, and prices 
fall, to the discouragement of enterprise. The chief fluctuations 
of hotlx interest and prices thus find their explanation in credit, 
which is not, like coin, a given quantity, but subject to sudden 
expansion and contraction. 

When all this has been said, we are still far from an 
adequate view of the movements of interest. The supply of 
capital and the demand for it determine the shares of lenders 
and borrowers in the revenue derived from its employment in 
business, but do not determine the revenue to be shai^ed. The 
price of stock and the rate of interest on such securities are 
governed by the competition of investments, of which trade is 
the chief; and the terms which trade can offer must depend on 
the expected profit. If the rate of profit anticipated in business 
be twenty per cent, at the least, a much higher rate of interest 
will evidently follow a given state of supply and demand in the 
loan market, than if no higher profit than ten per cent, could be 
looked for. Interest fluctuates from causes independent of the 
rate of profit, and bears no fixed proportion to it —sometimes 
varying in an opposite dheetion when the immediate need of 
loans is urgent. But only high profit can permanently sup^xort 
high interest, and low profit can afford only a low recompense 
to the lender of capital. The rate of profit determines in 
general both the maximum and the minimum of interest ; the 
maximum must be below it, or the borrower would make 
nothing, and the minimum must not be so low as to drive the 
owners of cax>ital to employ it themselves, instead of lending it, 
or to spend it. Thus before we can adequately explain the 
causes governing interest, we must ascertain those determining 
profit. For the like reason we can make no answer to the 
inquiry whether interest tends to rise or to fall in the progress 
of society, until we have learned the tendency of profit in that 
respect. In speaking of profit, however, it is not meant here 
tlxat there is in modern trade any customary, equal, or average 
rate, such as is talked of in text-hooks. The mediseval rate of 
profit was a customary one, and the commercial rate of interest 
was then a customary one likewise. Now profit is uncertain, 
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variaHe, and specnlatiye ; neyertheless, interest still bears an 
essential relation, thonglL not a fixed proportion to it, being 
higher, when and where high profits are frequent and probable,, 
than where the returns are commonly small. The rate of profit 
can no longer be described as * double interest/ but unless the 
returns to capital ordinarily exceeded bare interest, and afforded 
remuneration for its active employment, borrowing in business 
would cease. 

The inquiry whether the rate of profit necessarily declines, 
as the world grows older has a double claim to attention, 
possessing an intrinsic importance apart from its relation to the 
future of interest. Historical and surrounding facts seem at 
the first view to support the doctrines of those economists who 
regard a tendency of profit to a minimum as an inevitable 
consequence of social progress and an established economic law. 
The actual fall of interest from ten to three per cent, seems 
presumptive evidence of a fall of profit on the whole hitherto, 
since interest bears always a relation to profit. And though 
individual traders now sometimes make more than the ordinary 
mediseval profit of four shillings in the pound, no one supposes 
that, gains and losses together, profit approaches an average of 
twenty per cent, on all the capital in tirade. In Adam Smithes 
time the market rate of interest was generally below five per 
cent., yet merchants thought double interest good profit. The 
economic world of his day, it is true, resembled the mediceval 
more than the modem world in the narrow dimensions of trade,, 
the lack of movement and change, and the influence of custom^ 
Yet there were essential differences. Prices and profits were 
not artificially kept to a certain standard by guilds, civic 
authorities, and laws. A natural tendency of profit to decline 
from age to age could hardly, therefore, be inferred from its 
lower level in the eighteenth century than in the fourteenth. 
A fortiori no such inference can be drawn from a comparison of 
mediseval profit with its rate under the industrial and commer- 
cial system of our own time. In the middle ages each trade 
was in the hands of a limited and organized body ; capital, 
competition, and production were subject to various restrictions ; 
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]mees were ouslomaiy, or regulated; the total amoimt of profit 
was accordingly smallj hut the rate was high. Under unlimited 
competition, unrestricted production, and uncontrolled prices, 
had the state of society permitted of such a system, profit would 
haYe yaried much in individual cases and in different employ- 
ments; its aggregate amount might have been much greater, 
because the amount of capital would have been so, but the 
mean rate would in all probability have been considerably 
lower. 

If from historical we turn to surrounding facts, the state of 
trade and agriculture in this country during x’ecent years is 
regarded by many as indicating more than a temporary fall 
in the profit of British capital. The novel feature of reduced 
assessments to the income-tax, especially under Schedule D, 
and diminished proceeds of the legacy and, succession duties, 
exhibit a retrogression only partially accounted for by diminished 
incomes, expenditure, and savings of landlords and farmers. 
But the most prosperous countries, the United States and 
Branca for example, have their unprosperous periods. The 
tendency towards more stringent protection abroad is not to be 
regarded without anxiety; yet our trade statistics prove that 
an immense market is still open to our productions, and that 
British energy hitherto has surmounted oj)position. A falling- 
off in the foreign demand for British produce, such as is 
sometimes argued from the small proportion of exports, would 
have the opposite effect of diminishing the proportion of im- 
ports, by altering the equation of international demand to the 
disadvantage of Great Britain. A diminution of exports might 
result from hostile tariffs, but imports would fall off more. A 
good market abroad for oim exports raises their value measured 
in foreign commodities, and swells the amount of goods given 
for them ; while a declining demand in foreign countries would 
compel us to give more for our imports ; the ratio of exports 
would increase, exporters would sell at ever-increasing dis- 
advantage and diminishing profits. Yet even in such an event 
it could not be inferred that the advance of society lowers 
the returns to capital, but only that national ignorance and 
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iaternatioxial jealousy may do so in commerce as well as in war. 
The chief unsoundness in the actual state of matters, and the 
most threatening indication for the immediate future, lie in 
two circumstances independent of foreign countries, namely, 
that our trade is carried on in unciroumspect, over-speculative, 
and haphazard manner, and that the immense fabric of our 
system of credit rests on so narrow and precarious a basis tliat 
it might suddenly be overthrown altogether. The gradual and 
spontaneous growth, however, with better communication and 
commercial information, of a better organization of our indus- 
trial economy, is not to be despaired of. With respect to 
agriculture, on the other hand, it is not enough to say wdth 
Mr. Bright that adverse seasons have caused the depression of 
the profits of British farming and the ruin of many farmers. 
Farming that pays only in fine seasons . must be a losing 
business in such a climate as ours. It is no mere question of 
sunshine ; nor will five thousand or more miles, at which 
engineers will smile in spite even of Lord Derby, protect the 
British corn-grower from loss in competition with American 
produce under present conditions. Cereals, however, play a 
minor and diminishing part in British rural economy, and even 
as regards them, the exhaustion of virgin soil and the increase 
of population may alter the terms at which the Transatlantic 
grower can hereafter sell. On the whole, the present situation 
forebodes no lasting depression of the profits of British capital. 

But the question as to the tendency of profit to fall is not 
to be answered by reference to the partioular case of Qxeat 
Britain, still less its state at this moment. It involves a con- 
sideration of the general causes on which profit depends, and 
the conditions under which they will operate as ages advance 
and capital aeoumulates. Adam Smith thought that the mere 
growth of capital necessarily entailed a fall of profit. /When,' 
in his words, Hhe stocks of many rich merchants are turned 
into the same trade, their mutual competition tends to lower 
profit; and when there is a like increase of stoct in all the 
different trades carried on in the same society, the same com- 
petition must produce the same effect in them all.' Were this 
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reasoning eorrecfc, profit must inevitaMj decline in every pros- 
perous country. But tliere is a flaw in the argument. When 
in a single trade alone the goods for sale increase> the com- 
petition of the sellers may force them to accept reduced prices 
and lower profits, because the general produce and revenue of 
the country may not have increased in proportion. But when 
capital and production take larger dimensions in all businesses 
alike, all producers have more to exchange, the general revenue 
is greater, and no class need get less for its goods in the market. 
It might even be that no increase of capital or production in 
any pre-existing employment would follow an augmentation of 
the total amount. A new trade was a rare thing in Adam 
Smith’s days; now scores grow up every year, and new trades 
may both absorb much new capital and create new markets for 
the produce of old trades. If the growth of capital lower profit, 
it must be either by raising wages or by forcing resort to inferior 
or ‘more costly insti’uments of production. 

A later theory of a tendency of profits to a minimum is that 
an increased cost of subsistence follows the advance of popula- 
tion ; so that, to obtain a sufiicient supply of labour when capital 
is increasing, employers must raise wages and submit to a de- 
ci'case of profit until a stationary state is reached, at which the 
further increase of capital is arrested. This theory is defective 
in two opposite ways. On the one hand, it omits all but one 
of the causes tending to a depression of profit; on the other, it 
overlooks both counteracting agencies, and the possibility of a 
change in the fundamental conditions determining the move- 
ment of population. The soil, in the first place, is not the only 
natural agent whose productiveness diminishes. Mines of all 
kinds would be exhausted even by a stationary population, 
whereas the productiveness of agriculture would increase with 
agricultural skill, were the number of consumers to remain 
constant. The cost of land, too, rises for all purposes of pro- 
duction, and not in agriculture alone. Many employments 
again besides agriculture yield diminishing returns to successive 
applications of capital, because the best places are taken by the 
first-comers, and those who come later must work in worse 
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situations. The first roads, canals, and railways in a country 
are usually those, as M. Leroy-Beaulieu has observed, between 
the chief ^centres of population, wealth, and business, and 
traverse the districts where traflBc and movement are greatest,, 
later lines of communication running through poorer and less 
populous localities. The best sites for docks, wharves, wwe- 
houses, shops, and other places of business are, for the most 
part, the first occupied. When any new and lucrative enter- 
prise is started, or any invention or novel production is intro- 
duced, a crowd of competitors follow, and profits fall off. Nor 
is an increased cost of food the only cause tending to raise 
wages ; it is not the cause that has raised them in England 
during the last twenty years. Facilities for migration, emi- 
gration, and combination, together with greater intelligence,, 
knowledge, and self-respect on the part of the working classes, 
have produced the rise. 

Yet there is another side to the subject. The rate of profit 
dei)ends on the ratio of the gross retimns to the total oiitgoings— 
on the cost and efficiency of all the instruments of production, 
not of labour alone. Given the entire produce of the capital, 
labour, and natural resources of a country, in order to ascertain 
how much is profit, we should know not only how' much falls to 
the share of human labourers, but also how much must be 
applied to the maintenance of fixed and circulating capital, 
including animals, seed, materials, fuel, machinery, buildings; 
how much, too, must be paid as rent for the use of natural 
agents ; and how much is to be deducted in taxation and legal 
expenses, or what is the cost of protection and of the other 
advantages of . government. In a country whose natural re- 
sources are abundant and prolific, efficiently co-operating with 
capital and labour at small cost, and whose government and 
legal system are inexpensive, both wages and profit may he 
high. If the soil and climate be favourable, mines of all kinds 
rich and easily worked, the structure of the country lending 
itself to cheap and rapid locomotion, taxes and law costs small, 
it is plain that the return to capital, alike in agriculture, manu- 
factures, and .commerce, may give a large surplus in profit, 
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altliougli at the same time the reward of labour is abundant/ 
ilrid what the bounty of nature may effect may be effected by 
the art of man. Better machineiy may be applied at once to 
the factory, the farm, and the locomotive : while chemistry 
cheapens and improves the cultivation of the ground, it may do 
like service in every branch of manufacture. Less costly and 
more efficient means of heating and lighting every place of 
production and business may be discovered. The general rate 
of profit might thus be sustained by the progress of science, 
tliough population were advancing. No speculation respecting 
the economic future of the civilized world which does not take 
account of the inexhaustible resonroes of science, and of the 
progressive development . of the human faculties for discovery 
and invention, has now much claim to attention. Labour, in 
the narrow sense, is not, as political economists as well as ‘ social 
democrats' have assumed, the sole cause of profit. There might 
be production and profit without the employment of a single 
human labourer, and profit in that case would be greater or less, 
according to the qualities of the other agents, and the manner 
in which they were used. A company in a new colony, where 
hired labour was not to be had, might carry on a great business 
by the aid of animals, machines, and natural agents ; the profit 
depending partly on the cost, partly on the powers of these 
animate and inanimate coadjutors. And the progress of indus- 
trial art constantly augments the number and efficiency, and 
diminishes the expense, of some of these auxiliaries. The fact 
that the best steam-engines still waste the greater part of the. 
fuel is enough to show that the field for economic invention in 
mechanics is immense. Again, if it be true that the first . 
railways are the best situated, and bring in the largest returns, 
it is true also that commeroe and industrial movement have a 
constant* tendency to spread, and to create markets and traffic 
where there had been stagnation. The tendency of many great 
enterprises, like the Suez Canal, is to become more remunerative. 
Fifty years ago the farthest-seeing mind could not have formed 
a conception of the profitable occupations that steam would 
provide for fresh accumulations of capital, and steam is perhaps 
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a feeble agent compared with some future sources of power- 
The facilities for the migration and emigration of labour may 
tend to raise wages at the expense of profit; but they are 
connected with causes which constantly enlarge the sphere for 
capital in the application of neglected or imperfectly developed 
resources, both in old and new regions. The overflov/ of British 
capital to foreign countries has two aspects. Mr. Mill has con- 
templated it as a sign of the fall of profit in old countries; but 
it may be regarded also as an example of the tendency of social 
progress to find fresh fields of employment for their accumu- 
lations. Students of Mr. Herbert Spencer’s works know, 
moreover, that there is reason to question the undiminished 
fecundity of the population of the civilized world, which the 
theory of a decline of profit assumes. Civilization makes con-- 
stantly greater demands on the nervous system, enlarges the 
brain, and multiplies its expenditure of physical power, thereby 
diminishing the quantity expendible on the increase of the race, 
while at the same time raising the standard of wants, and 
augmenting prudence. One and the same cause — the increase 
of cerebral force and activity, and therewith of science, fore- 
sight, and adaptation of means to ends— tends to add to the 
industrial productiveness of the people of the West, and to 
slacken the growth of their numhei's, although a different future 
may be before the people of the East. The time must indeed 
come, after countless ages, when the decline of solar and terres- 
trial heat shall arrest the mental advancement of the human 
race, and make the returns to capital and industry dwindle.. 
But within economic as distinguished from astronomical and 
geological periods, there seems no ground for concluding that 
in the more civilized parts of the globe man must press con- 
stantly closer and closer on the means of subsistence, and thrift 
and enterprise consequently obtain a decreasing reward.’ Were- 
population stationary, it may perhaps be argued, the price of 
labour would rise to such a pitch from the accumulation of 
capital as to leave little^ or no profit. The answer is, that the 
accumulation would not take the form of wages, but of new 
mechanical and other agencies for aiding production, which 
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would benefit the labonxer as a consumer without raising the 
cost of his services. One remote difficulty/ indeed, raises a 
fonnidable, and at present insoluble problem, namely, What is 
to be done for coal and iron when the mines become exhausted ? 
Yet the men of a former age might have regarded the disap- 
pearance of forests, and the consequent rise in the cost of wood, 
■with ecpial embarrassment. It is at least certain that the earth 
contains resources now undreamt of, which science is sure to 
reveal ; or, rather, which the mind of man, the real cause of all 
wealth and profit, is sure to discover. Some of the chief sources 
of modern profit must ultimately fall short ; but food is not 
likely to be among the number, because the number of human 
beings can be kept within bounds — as it is already in France 
and among the old American families in the States of New 
England-—and substitutes for those which must fail may be in 
the Avomb of time. No certain conclusion respecting tbe future 
of profit can be reached, but the theory of its tendency to a 
minimum has no claim to the character of a law of social 
progress, ignoring, as it does, some of the chief results of that 
progress, and its chief cause — ^the constant improvement of 
human faculties. Profit may uniformly fall from its first high 
level in new countries like the Western States of America, yet 
may not continuously decline in old countries. The rate will 
probably vaiy from time to time in the future as it has done in 
the past. 

If profit, then, be subject to no law of inevitable decHne, can 
interest be so It is almost needless to say that no inference 
can be drawn from its lower level in modern times than in the 
Middle Ages, since the mediaeval rate of profit was fixed, and 
interest bore a fixed proportion to it. Now, profit is indeter- 
minate and fluctuating; interest, too, fluctuates frona causes 
independent of profit, affecting tbe loan market, such as the 
state of credit, the foreign exchanges, the movements of bullion 
actual or anticipated, the harvests, Government and foreign 
loans, and political events and prospects. The movement of 
interest in trade may consequently be different from, and even 
opposite for tbe moment to, its movement in respect of other 
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iMestments. The price of GrOYernnient stock might be high, 
and interest on such securities falling, while the rate of discount 
showed th^t men of business were eager for loans, either because 
credit had been shaken, or because a shock to it or a scarcity of 
money was apprehended, or, on the other hand, because a specu- 
lative mania had arisen. Or again, people in trade might be 
slow to accept short loans on very favourable terms, because 
waiting for a turn in commercial affairs, while stable and 
permanent investments like the funds or land mortgages 
returned a high interest. Yet the main cause determining, 
throughout the whole field open to capital, the general tenor of 
the movement of interest, is the rate of commercial profit. Let 
new channels of trade offer bountiful returns for a series of 
years, and the savings of the country would flow into them, the 
price of Consols would fall, and mortgagors would pay dearly 
for loans. The main reason why the rate of interest has been 
constantly higher in the United States than in England is that 
the prolific natural resources of America have afforded a richer 
field for the employment of capital than was found in this island. 
The chief cause of the rise of interest in Holland is that Dutch 
capital has found in colonial undertakings, American invest- 
ments, foreign commerce, and husbandry at home, more profitable 
employment than lay open to it a century ago. And the sta- 
tionary state ultimately reached by the whole civilized world 
may possibly be that of a stationary population, whose savings 
are more productively employed than those of the present gene- 
ration, and yield a higher interest. 

We have yet to consider how profit is distributed between 
lenders and borrowers of capital, and what proportion falls to 
the share of the former. Grross profit, according to Mr. Mill, is 
made up of three elements :• — interest, or the reward of simple 
abstinence ; insurance, or the compensation for risk; and the re- 
muneration for superintendence or management. This analysis 
however, errs in treating insurance as a constituent of profit. 
The sum spent in insuring the goods of a manufacturer or 
merchant against fire or shipwreck forms part of his outgoings, 
not of his profit upon them. He may spend what he receives 
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botli as interest and as recompense for management, l3iit what 
comes to him as instirane© should he laid by to provide against 
•accident or loss, and is not expendible income. It is true, since 
losses and accidents may be escaped, that men in a trade exposed 
to them who do not insure may get a higher profit from the 
higher prices caused by the risk. They have played double or 
quits, and have won. But if all risk in trade, and therefore 
insurance, could be extinguished, the total amount of profit 
would not be diminished, as it would be by the extinction of 
interest, or of the earnings of management. On the contrary, 
were the same amount of insurance required in all trades alike, 
its elimination would be a saving, and a source of additional 
profit all round. The mistaken classification of insurance with 
the elements of profit, instead of with those of cost of production, 
is connected with the common inaccuracy of treating interest as 
higher in proportion to risk. Interest proper is net income, and 
safely expendible as such; the provision against loss of the 
principal is not so. As in the case of profit, however, particular 
lenders may he gainers by the risk of losses which do, not actually 
befall them, though nothing may be gained from it by lenders 
all round. How far risk attracts or repels capital depends 
indeed partly on national character and the temper of the age. 
But the presumptuous trust in their own good fortune, which 
Adam Smith imputes to the greater part of mankind, tends to 
make the losses resulting from risk exceed, on the whole, the 
indemnity. 

Profit, then, includes two elements only— ‘interest for the 
mere loan of capital, or an equivalent where the capital is the 
employer’s own, and the additional return resulting from its 
active employment in production. This second element is not 
liappily called wages of superintendence or earnings of manage- 
ment. Begarding it in that light, Mr. Alfred Marshall and 
some eminent foreign economists consider it simply as a species 
of wages, determined by the same causes that govern the 
recompense of skilled labour in general, such as the rarity of 
the faculties and acquisitions required, and the amount of toil 
undergone. Were there no other constituent than this, in 
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addition to interest, in gross profit, interest would absorb a 
greater share of profit than it does, and therefore be higl^er 
than it actually is. The surplus above interest arising from 
the active employment of capital is in proportion, not to the 
difficulty and trouble of management, but to the amount of 
the capital. If two companies, one employing twice as much 
capital as the other, can make a good profit by selling at a 
particular time or place, the gain of each will be in proportion 
to the business done and the amount of the sales ; and one 
will make twice as much as the other, although the skill and 
exertion required to conduct the operations in the two cases 
may be the same. There may be a manager of each company 
who gets a fixed salary, and this, doubtless, is wages ; but the 
profit on the transaction will be so much per cent, on each 
company’s capital, and may far exceed the manager’s pay. 
The shares of interest on the one hand, and of the return for 
the employment of the capital on the other hand, are deter- 
mined by the supply of and demand for it in the loan market. 
The proportions will vary in different countries and ages, 
according, in a great measure, to the attraction or repulsion 
that active trade has for the owners of capital. The rate of 
interest, in short, is determined by no invariable rule; but, like 
that of profit, seems subject to no law of inevitable decline-— -at 
least until great astronomical and geological changes supervene, 
and the whole solar system begins to approach the end of its 
career. 

So far the future of interest and profit has been considered 
with reference to economic conditions alone. But is it certain 
that economic conditions exclusively will henceforth control 
them? The policy of society in reference to both has been 
determined by various conceptions. Archaic notions and feel- 
ings founded on kinship, Grreek philosophy, Eoman law, Chiis- 
tianity, Catholic theology, commercial ideas, the modern regard 
for individual liberty, political economy, have all played a part 
in their history. Other sources and modes of thought have yet 
to be reckoned with— democracy, the views of the working 
classes, German and French Socialism, the subtler shapes of 
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Socialism wHcli ostensibly seek only to enlarge the interYentioii 
of the State in the economical sphere, and new conceptions of 
moral and social duty. The authority of the economic theory 
hitherto dominant with respect to individualism, competition, 
and non-interference, is visibly shaken even in England. The 
notion that all capital should belong to the State for the benefit 
of the working' classes has many strenuous adherents in Q-er- 
many and France, notwithstanding the wide distribution of 
property in those eountxies, but for which it would have already 
overcome all opposition. The favour with which Mr. Henry 
George’s ‘Progress and Poverty’ has been received in the 
United States makes a curious revelation of the tendencies of 
educated thought in a country where individual energy has 
worked under the most propitious conditions. Mr. George, 
indeed, proposes to confiscate land-rent only without compensa- 
tion ; but rent in a vast number of case>s is virtually a form of 
interest, being the return to an investment by purchase or 
oxitlay. Protection, again, is a revival of the mediaeval regu- 
lation by law or authority of trade, prices, and profit ; and the 
policy of most civilized countries is protective. In England, a 
generation ago, when at length Bentham’s ‘ Defence of Usury’ 
had led to the abolition of a legal limit to interest, much more 
seemed to he swept away. The change apparently formed part 
of a wider and deeper change in social opinion and legislative 
policy, and belonged to a general movement of thought, 
emancipating human conduct from a multitude of ancient 
restraints in the name of morality or religion. Yet, little as 
people are dreaming of it at present, there are indications of a 
tendency on the part of English society to slide back to the 
mediaeval system of regulating contracts, bargains, peouniary 
dealings, and prices by authority. Fair wages, fair profits, and 
fair rents ai'e now ohjeots more or less distinctly oonoeived by 
many who, ten years ago, regarded buying in the cheapest 
and selling in the dearest market as the sole rule in all 
questions of contract. No one, perhaps, in England at this 
moment thinks of controlling interest ; yet propositions are now 
often put forward respecting wages and profit involving the 
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regulation of both, and indirectly, therefore, of interest, which 
follows the 'moYement of profit. Ten years ago no English 
statesman would have listened to a proposal to regulate rent in 
any part of the IJnited Kingdom by statute or judicial decision. 
Yet the principle of the Act by which judicial rents are now 
introduced into Ireland is no other than that of the mediseval 
law against usury, that the owner of property should not be 
permitted to take advantage of his neighbour's necessity to 
-extort a high price for the loan of it. The establishment of 
rings and corners, and of bulling and bearing in English trade, 
might considerably alter public opinion with regard to the 
mediiBYal laws against forestalling and engrossing. Demo- 
cratic legislation will assuredly intervene in directions not in 
accordance with the doctrines that have commended themselves 
hitherto to the minds of great capitalists or landowners. Ideas 
of moral and social obligations, too, seem likely to play a 
greater part in the commercial sphere than they have ever done 
since Adam Smith based a complete economic code on the 
•desire of every man to, better his own condition, and some of 
these ideas may make light of that code. 

The misfortune is that great general principles, like that of 
the freedom of contract, are now abandoned in a moment to 
promote a particular measure, perhaps expedient or necessary 
in itself and defensible on special grounds, like the Irish Land 
Act. Mediaeval econbmy has been ignorantly decried; there 
was much in it that was good in design and suited to the time ; 
yet let us not ignorantly go back to it from a notion that we 
are following new and advanced guides. Let us look steadily 
before us; and if we are to revert to an ancient system which 
tolerated no individual liberty in production or exchange, let 
us, at least, do so advisedly and deliberately, not sliding back 
into it unconsciously. 



XIX. 


THE DISTEIBUTION AND VALUE OP THE PEEOIOUS 
METALS IN THE SIXTEENTH AND NINETEENTH 
CENTUEIBS.- 

It seems to Tbe still a matter of douM with, many whether 
the new mines have actually diminished the purchasing power 
of gold, or have only contributed the additional currency 
required by the increase of the workPs commodities and trade. 
Portunately for those who care to pursue the inquiry, the very 
causes which, by their complexity and fluctuating character, 
make it vain to seek an exact measure of the effect of the new 
gold on prices, are in themselves subjects of great interest ; for 
the history of prices is interwoven with the history of the pro- 
gress and fortunes of mankind. Several writers on the gold 
question have drawn conclusions from the fall in the value of 
both the precious metals afteiv the discovery of America; but, 
without a careful comparison of the economical conditions of 
that epoch and the present, no soi't of inference can he rationally 
made ; and the comparison —one might say the contrast — 
abounds in instruction apart from the light it throws on the 
monetary problem. The proper region of money is the region 
of industry, roads, navigation, and trade; and pmces tend to- 
approach to equality as these are improved, as men heoome 
equally civilized, and as political disorders cease to interrupt 
human intercourse and prosperity. At this day, in the most 
civilized countries, the precious metals serve two masters— war 
and commerce; but in those least civilized they serve none. 
The currents from the mines may vibrate through a third of the 

^ Majazine, Aiigustf lS6i, 
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habitable globe, but they have no conductors through more 
than half of Asia and South America, or through almost the 
whole of Africa. In the sixteenth century, the bulk of the 
people of Europe itself could seldom, if ever, have touched a 
coin from the mines of Mexico or Peru. There was no even 
distribution through Christendom of the treasure which the 
Sj)aniards tore from the New World ; and on this and other 
recounts prices rose unequally in different j)laoes, and not at 
all in some. In the chief towns of Spain they seem to have 
zasen even before the fifteenth century had closed ; and in the 
Netherlands their ascent was much earlier than in England, 
where the state of the currency before 1560, and the drain con- 
sequent on its debasement, together with the foreign expenditure 
of the Grovernment, both retarded and concealed the first symp- 
toms of the falling value of the precious metals. During the first 
sixteen years after the mine of Potosi was opened,"^ although 
prices measured in base coin rose rapidly in England, they 
rose in no proportion to the increase of silver and gold in the 
w^orld. There was, as it were, a hole in the English purse ; and 
the ancient fine coin of the realm ran out into the foreigner’s 
hands as fast as the new base coin was poured in (just as eagles 
and dollars have been driven from the American States by the 
issues of papei'). Moreover, war with France and Scotland 
drew much inoney out of England, and most of the treasure 
netted upon trade was hoarded, or made into plate. But with 
Elizabeth came peace with Erance and a reformation of the 
currency ; silver flowed fast into the Eoyal Mint ; old fine coin 
returned into the market ; and prices, instead of falling in pro- 
portion to the improvement of the currency, continued to rise, 
because the new issues exceeded the old, and the increase of 
■commodities, great as it was, did not keep pace with the 
increase of money and men in the most prosperous parts of the 
country. Prices depend on the quantity of money in proportion 
to commodities— -not on its quality — whether it be made of 


^ la 1645. The increase of the precious metals before that year was not 
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nietal 01 ’ paper. Prices aceordingly in England, before 1560, 
rose in proportion to the increase of base money, and not in 
proportion to its baseness. One Englishman alone, however, 
down to 1581, seems to have connected the phenomenon of 
extraordinary dearness in the midst of extraordinary plenty, 
which was the common complaint, with the mines of the New 
World.^' With others it was a cry of class against class, for 
covetousness, extortion, extravagance, and luxury ; and of all 
classes against the landlords for exorbitant rents and enclosures. 
The comjilaint against enclosures, that they fed sheep instead 
of men, was no new one ; it had been a popular grievance for 
more than a century, and a subject of legislation before the 
discovery of America. A recent writer, nevertheless, supposes 
that at the period of Stafford's ^ Dialogues,’ ‘ the foreiga demand 
springing from the increased supply of the precious metals fell 
principally upon wool. The price of wool, accordingly, rose 
more rapidly than that of other iiidustrial products in England ; 
the profits of sheep-faxmiing outran the profits of other occupa- 
tions, and the result was, that extensive conversion of arable 
land into pasture wdiich the interlocutors in the Dialogues 
describe, and which was undoubtedly the proximate cause of 
the prevailing distress.’t But the truth is, that corn was 
not, as this theory assumes, at once comparatively scarce 
and comparatively cheap ; the real paradox is, that it was, 
like other articles of food, extraordinarily plentiful in the 
country, and exteordinarily dear in and near the capital 

* William Stafford, tlie supposed author of the famous ^ Dialogues/ published 
in 11581. He says ; — ‘ Another cause I conceive to he the great plenty of treasure 
wluch is walking in these parts of the world, far more than our forefathers have 
seen, “Who doth not understand of the infinite sums of gold and silver which are 
gathered from the Indies and other countries, and so yearly transferred into these 
coasts?’ &c. &c. — Bqq Marl. Mise, voh ix. 

t Folitieal Emtomy as a Branch of Greneral Bdiication. By J. E. Cairnes, Es(][- 
It is immaterial to the point in question above, but not to the monetary history of 
the period, to observe that unmanufactured wool was then far from being the chief 
export from England, and that the loom urns then, as now, England’s chief mine. 
But had the price of wool been disproportionately high, and led to the growth of 
sheep in place of corn, the price of mutton should have been comparatively low, 
whereas its price, like that of beef, was extravagantly high in comparison with all 
former rates. 
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and cMef towns* England had become rich, both in money 
and in commodities, but not in roads and means of carriage ; 
and wool diad risen only with all other produce of the realm 
within reach of the chief markets. The gains of the wool- 
grower were not greater than those of the clothier, the hatter, 
the shoemaker, the blacksmith, the butcher, the, baker, or the 
tillage farmer, in most places near the chief centres of increasing 
population and trade. t Before the New World was discovered, 
and down to the eve of Elizabeth's reign, the extension of 
pasture, had caused much real distress. But, for a generation 
before the ^ Dialogues,^ tillage had increased and prospered; 
and the popular charge against the landlords had become an 
anachronism. Poverty and suffering, it is true, still existed 
side by side with rapidly-increasing wealth, but not through the 
scarcity of corn. Food of all sorts, though abundant in the 
oountiy, was dear beyond precedent in and around the places 
where the population had multiplied fastest. The old feudal 
and ecclesiastical economy of society had broken up ; monasteries 
and noble houses no longer maintained swarms of serfs, and 
paupers, and waiting and fighting men ; the nobility and gentry 
were deserting the country for the town ; a long peace, while it 
had swelled the general numbers of the people, had extinguished 


^ * Albeit,’ says a historian of that age, ® there he much more ground eared now 
almost in every place than hath been of late years, yet such a price continueth in 
each town and market that the artificer and poor labouring man is not able to reach 
unto it, but is driven to content himself with horse-corn : I mean beans, peavS, oats, 
tares, and lentils.’— Harrison’s DeBcripiion of Great JBntmn, And again, ‘There 
are few towns in England th’at have not their weekly markets, whereby no occupier 
shall have occasion to travel far off with his commodities, except it be to seek 
for the highest prices, which commonly are near unto great cities.’ And the 
Imight in the Dialogues says:— ‘I say it is long of you, husbandmen, that we are 
forced to raise our rents, by reason we must buy so dear all things we have of 
you, as corn, cattle, goose, pig, chicken, hntteiy and eggs. Cannot you, 
neighbour, remember that T could, in this town, buy the best pig for fourpence, 
which now eosteth twelvepenee? It is likewise in greater ware, as beef .or 
mutton.’ 

t One cause of corn being cheap in some places w^as that the gains of the farmer 
had stimulated agTiciilture and produced unusual abundance. Harrison accordingly 
says ‘ Certainly the soil is now gi’own to be much more fruitful than in times past. 
The cause is that our countrymen are grown, to be much more painsful and skilful 
through recompense of gain than hitherto they have been.’ 
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tlie calling of the soldiers; and lahonrers seeking bread were 
gathering to the chief centres of employment and wealth. The 
dearness of provisions in and within reach of th?5 markets 
where the competition of months was thus greatest was caused, 
not bj a decrease of tillage, nor yet by the increase of money 
alone, but in part by the fact that the increasing supplies which 
were wanted were drawn at an extravagant cost of carriage from 
limited districts, pack-horses being the principal means of 
land transport from the country to the town. For a similar 
reason food is now extravagantly dear at the mines of British 
Columbia, and not merely on account of the plenty of gold, for 
it is cheaper at San Francisco than in London. The price of 
meat was even more unequal than that of bread in town and 
country generally, because there were few roads by which cattle 
could be driven to market. Corn was, as it still is, more portable 
than fresh meat ; but the means of carrying even corn were so 
scanty and costly that it was often at a famine price in one 
place and cheap in another not far off. Wool, again, was more 
portable than corn, and might be sent to market with profit 
from districts too remote to supply corn or fresh meat. These 
circumstances explain the inconsistency of statements in the 
^ Dialogues/ and other writings of that period, respecting the 
prices of corn and meat, and the numbers of the poj)ulation. 
Cheapness and dearness, plenty and scarcity, of corn and other 
food, depopulation and rapidly increasing numbers, really co- 
existed in the kingdom. There were places from which the 
husbandman and labourer disappeared, and the beasts of the 
field grazed where their cottages had stood ; and there were 
places where men were multiplying to the dismay of statesmen. 
There were places where corn was above the labourer’s reach, 
and places where it had come little or not at all within the waves 
of the monetary revolution about all the chief centres of trajSic. 
In every locality, and with respect to every commodity, the 
range of prices was determined by the quantity of money cir- 
culating there on the one hand, and the quantity of commodities, 
or their cost of production, on the other ; and these proportions 
varied in different places, in different years, and with respect to 


T 
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different commodities. In the very year after Stafford’s tract 
was puUislied, ^all the commodities of Grreeoe, Syria, Egypt, 
and Indi8^, were obtained by England much cheaper than for- 
merly/^ by a direct trade with Turkey, which saved the charges 
of the Venetian carrier. Nor was the rise of corn or meal 
general throughout the country, for the cost of carriage cutoff 
the remoter places altogether from the markets in which the 
new gold and silver abounded. Most writers, from Adam Smith 
downwards, have taken the price of corn in or near the principal 
markets of the most opulent and commercial countries as the 
measure, of the effect of the mines in the sixteenth century, 
and have treated the fall in the value of money as general and 
uniform over Europe. Mr. Jacob, for example, came to the 
conclusion that rin England and the other kingdoms of Europe, 
within the first century after the discovery of America, the 
quantity of the precious metals had increased nearly fivefold, 
and the prices of commodities had advanced nearly in the same 
proportion.^ Most subsequent writers have followed in Mr. 
Jacobis steps. It generally happens that, when a man gains 
the position of an authority on a question, all that he says is 
accepted in a lump, and his errors and oversights take rank with 
his best-established conclusions. One recent inquirer, however, 
has pertinently asked whether prices were really trebled or 
quadrupled (some economists have said more than decupled), 
even in all the chief cities of Europe. / And what was the 
extent in Muscovy and Poland, or in the Highlands of Scotland 
and the West of Ireland ?’t 

The inquiry is important apart from the hare question of 
depreciation to which it refers, for the answer goes far to give a 
measure of the progress and civilisation of the different districts 
of Europe, Two centuries and a quarter after the mine of 
Potosi had begun to affect the value of money, Arthur Young 
compiled a Table of the comparative prices of provisions at 
different distances north of London. Within fifty miles of the 


Macpher son’s AnmU of Commerce^ a.i>. 1582. 
t Letter in tlie Times^ loj W, M. J., Septeml>er 3, 1863. 
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<3apital he found the price of a pound of meat in several plaqes 
fourpence — at greater distances, in several, only twopence. * The 
variations in the prices of butcher’s meat,’ he observed, ai'o so 
regular, the fall so unbroken, that one cannot but attribute it to 
the distance, nor can any other satisfactory account be given 
of it.’ It was not, however, the mere difference of distance 
from London which made prices so unequal ; for in the southern 
counties Arthur Young himself found them more uniform. 
Distance, both north and south, operated on prices through the 
cost of carriage; and, when the distance was short, the result 
was the same as if it were great, where access to good markets 
was hindered by the badness of the roads. There were, both 
north and south of London, lower prices than any tabled by 
Arthur Young. About the time of his tours the price of mut- 
ton at Horsham, in Sussex, was only five farthings a pound, ^ or, 
allowing for the difference in the standards, little higher than 
what seems to have been a common price in England before the 
conquest of Peru.t In Scotland, again, down to the Union, 
there were, as Adam Smith relates, places where meat, if sold 
at all, was cheaper than bread made of oatmeal ; and he speaks 
of a village in his own time in which money was so scarce that 
nails were carried to the alehouse. At a later period, indeed, 
in many parts of the Highlands, men were their own butchers 
and brewers, and no money passed from the right hand to the 
left. In Ireland, in like manner, until the famine of 1846 , 
there were districts in wliioli not a coin from the American mines 
was in circulation; the labourer was hired with land or potatoes, 
and paid his rent in turn, and boug'ht his clothes, with labour. 
Neither in the Bintish Isles, nor in any continental country, 

*■ See Porter’s ^roffress of the ITation-, Ed. 1851, p. ^296. ^ Tlie only means, 
says Mr. Porter, * of reaching the metropolis from Horsham was either by going on 
foot, or by riding on horseback. The roads were not at any time in such a state as 
to admit of sheep or cattle being driven to the London market, and for this reason 
the farmers were prevented from sending thither the produce of their land, the 
immediate neighbourhood being, in fact, their only market.’ . 

t In 1527 the pound weight of silver Was coined into £2 ; and about that time 
the price of mutton seems to have been generally three-farthings a pound. At the 
period referred to above the pound weight of silver was coined into £3. 
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different commodities. In the very year after Stafford's tract 
was puTblished, ^ all the commodities of Greece, Syria, Egypt, 
and Indist, were ottained by England mucii cheaper than for- 
merly,’^ by a direct trade with Turkey, which saved the charges 
of the Venetian carrier. Nor was the rise of corn or meal 
general throughout the country, for the cost of carriage cut off 
the remoter places altogether from the markets in which the 
new gold and silver abounded. Most writers, from Adam Smith 
downwards, have taken the price of corn in or near the principal 
markets of the most opulent and commercial countries as the 
measure, of the effect of the mines in the sixteenth century, 
and have tx^eated the fall in the value of money as general and 
uniform over Europe. Mr. Jacob, for example, came to the 
conclusion that '^in England and the other kingdoms of Europe, 
within the first century after the discovery of America, the 
quantity of the precious metals had increased nearly fivefold, 
and the prices of commodities had advanced nearly in the same 
proportion.’ Most subsequent writers have followed in Mr. 
J acob’s steps. It generally happens that, when a man gains 
the position of an authority on a question, all that he says is 
accepted in a lump, and his errors and oversights take rank with 
bis best- established conclusions. One recent inquirer, however, 
has pertinently asked whether prices were really trebled or 
quadrupled (some economists have said more than decupled), 
even in all the chief cities of Europe. And what was the 
extent in Muscovy and Poland, or in the Highlands of Scotland 
and the West of Ireland ?’t 

The inquiry is important apart from the bare question of 
depreciation to which it refers, for the answer goes far to give a 
measure of the progress and civilization of the different districts 
of Europe. Two centuries and a quarter after the mine of 
Potosi had begun to affect the value of money, Arthur Young 
compiled a Table of the comparative prices of provisions at 
different distances north of London. Within fifty miles of the 


^ Annals of Commerce, K.'n, 1582. 

t Letter in tlie Tiwes, by W. September s, 1863. 
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capital he found the price of a pound of meat in several places 
fourpeace— at greater distances, in several, only twopence. ^ The 
variations in the i)rices of butcher’s meat/ he observed, are so 
regular, the fall so unbroken, that one cannot but attribute it to 
the distance, nor can any other satisfactory account be given 
of it/ It was not, however, the mere difference of distance 
from London which made prices so unequal ; for in the southern 
counties Arthur Young himself found them more uniform. 
Distance, both north and south, oj)erated on prices through the 
cost of carriage; and, when the distance was short, the result 
was the same as if it were great, where access to good markets 
was hindered by the badness of the roads. There were, both 
north and south of London, lower prices than any tabled by 
Arthui' Young. About the time of his tours the price of mut- 
ton at Horsham, in Sussex, was only five farthings a pound, or, 
allowing for the difference in the standards, little higher than 
what seems to have been a common price in England before the 
conquest of Peru. t In Scotland, again, down to the Dnion, 
there w^ere, as Adam Smith I’elates, places where meat, if sold 
at all, was cheaper than bread made of oatmeal ; and he speaks 
of a village in his own time in which money was so scarce that 
nails were carried to the alehouse. At a later period, indeed, 
in many parts of the Highlands, men were their own butchers 
and brewers, and no money passed from the right hand to the 
left. In Ireland, in like mannei', until the famine of 1846, 
tliere were districts in which not a coin from the American mines 
%vas in circulation; the labourer was hired with land or potatoes, 
and paid his rent in turn, and bought his clothes, with labour. 
Neither in the British Isles, nor in any continental country, 

Frogress of the Jld. ISol, p. 296. ‘ Tlie only means/ 

•says Mr. Porterj ‘of reacMng tlie metropolis from Horsham was either by going on 
foot, or by riding on horseback. The roads were not at any time in such a state as 
to admit of sheep or cattle being driven to the London market, and for this reason 
the farmers were prevented from sending thither the produce of their land, the 
immediate neighbourhood being, in fact, their only market.’ 

t In 1527 the pound weight of silver was coined into JB2 ; and about that time 
the price of mutton seems to have been generally three-farthings a pound. At the 
period referred to above the pound weight of silver was coined into £3, 
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was the money from the mines of the West spread over all 
localities and commodities alike. Much that was grown and 
mannfactxii’ed in every State was both produced and consumed 
at home, gave money no occupation, and absorbed nothing of its 
power. Had every Englishman in the reign of Elizabeth 
bought and sold as he does now, the money which the Uueen 
coined could not have raised prices through the kingdom, as it 
actually did in the chief towns. Nor did the new streams of 
silver penetrate into the remoter and more backward districts of 
the Continent. The trade of the Low Countries, then the 
distributors of the precious metals, with Denmark, Sweden, 
Norway, Russia, and Poland, was almost entirely a barter of 
Oriental luxuries and Western manufactures for the raw produce' 
of those countries. The price of the bulky merchandize of the 
north and east of Europe in Western markets was principally 
freight, which the Western merchant got ; what balance there 
was for the remote |)roduGer was usually paid in kind. In 
Gruicciardini’s Tables of the exports of the Netherlands to the 
countries named above the precious metals are not named ; and 
Raleigh, in the 17th century, lamented the small English trade 
with Russia, because ‘it was a cheap country, and the trade very 
gainful/ Less than a hundred years ago, an English traveller 
found the price of a pound of meat at Novgorod three-halfpence; 
hut it was much cheaper, or without a price, in the forest and the 
steppe, and is so in some such places still Adam Smith, it is 
true, has asserted that, although Poland was, in his time, ‘ as 
beggarly a country as before the discovery of America, yet the 
money price of corn had risen, and the value of money had 
fallen, there as in other parts of Europe/ But this opinion 
must have been founded on the price of a small part of the 
produce of Poland, in foreign markets, for the chief part of the 
produce of the country was not sold for money at all Down 
to our own time, the hulk of the people of Eastern Europe have 
lived for the most part on their own productions, or on a 
common stock; their few exchanges have commonly been 
performed in kind; what little money they have gotten from 
time to time has been hoarded and not circulated ; and prices- 
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commonly referred to as an accurate measure of the force of tlie 
metallic cause alone. Such rise of prices as really took place 
was almost^ confined to the neighbourhood of the chief seats of 
wealth and traffic ; but there, certainly within a few years from 
the first arrival of silver from Potosi, it was rapid, evident, and 
in respect of nearly all commodities, raw and manufactured, 
domestic and foreign. Is any such phenomenon discernible 
now in Europe, and in the chief towns of Europe in particular, 
after the lapse of a similar interval from the first discovery of 
mines of extraordinary fertility ? The same economic laws still 
govern prices. Different countries, now as then, share unequally 
in the new treasure, according to their produce, situation, and 
the balance of their trade ; and its expenditure must have 
different effects in different markets and on different articles, 
according to the local supply of goods as well as money. Now, 
as then, it is a question, not as to the total increase of the stock 
of gold and silver in the world at large, but as to the addition 
to, and the local distribution of, the currency of each country, 
compared with the quantity forthcoming of each sort of com- 
modity on which more money is spent than formerly. According 
as the supply of each sort of thing has increased as fast as, or 
not so fast as, or, on the contrary, faster than, the increase of 
money expenditure upon it in each place, its j)iice should 
evidently have remained stationary, risen, or, on the contrary, 
fallen there. In the 16th century the things on which the 
new money was poured out were not only comparatively few, 
but comparatively cheap, even in the dearest markets ; so that 
a small sum made a large addition to their price. Sixpence 
more doubled tbe price of a pair of shoes in an English town at 
the beginning of Elizabeth’s reign ; another penny doubled the 
price of a chicken, and a shilliug trebled that of a goose or a 
pig. In the four and forty years of her reign, Elizabeth coined 
little more than five millions of money, but that was nearly five 
times as much as was current before ; and the things on which 
the additional money was laid out were, after all, but a scanty 
assortment. The modes of manufacture were little improved, 
and the greater supplies of raw produce required in the principal 
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townis were carried to market at increasing expense. The new 
money of this age, on the contrary, while very much greater in 
amount, has been spread over a far wider area, and a much 
larger stock of goods ; and it found on its arrival a much higher 
level of prices in the principal markets than that which the 
silver from Potosi disturbed. The period of the new gold mines, 
moreover, is one in which several other new agencies have been 
at work, tending on the one hand to counteract to a great extent 
the effect of the circulation of more money in the markets pre- 
viously dearest, and tending on the other (by contrast to what 
happened at the earlier epoch) to raise most considerably the 
price of the produce of some of the more remote and recently 
backward countries and districts. The bare question of the rise 
of prices is in itself, and so far as merely relates to the change 
in the value of money, of comparatively little importance. Its 
chief interest lies in the test the inquiry may elicit of the pace 
and direction of industrial and commercial advancement. For, 
in proportion to improvement in the processes of production and 
the means of importation, the monetary power of the mines is 
counteracted at the chief seats of industry and commerce by the 
contemporary increase of commodities; while again, in pro- 
portion to the improvement of the methods of locomotion and 
the extension of trade, prices are brought nearer to equality 
over the world, and the more distant and undeveloped regions 
gain access, at diminished expense, to the markets where prices 
have been hitherto highest. Hence, by a seeming contradiction, 
it is a sign of great progress in commerce and the arts, in the 
places farthest advanced in civilization, if the prices of com- 
modities are found slowly advancing in the face of an uncommon 
abundance of money ; while it is, on the contrary, usually a sign 
of the growing importance and economic elevation of the poorer 
and chea23er, and hitherto backward localities, if prices are rising 
in them. By reason of their previous poverty and remoteness 
from good markets, and consequent cheapness, the pecuniary 
value of the produce of the latter sort of places suddenly rises 
when they are brought into easy communication with the 
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commonly referred to as an accurate measure of the force of the 
metallic cause alone. Such rise of prices as really took place 
was almost^ confined to the neighbourhood of the chief seats of 
wealth and traffic ; but there, certainly within a few years from 
the first arrival of silver from Potosi, it was rapid, evident, and 
in respect of nearly all commodities, raw and manufactured, 
domestic and foreign. Is any such phenomenon discernible 
now in Europe, and in the chief towns of Europe in particular, 
after the lapse of a similar interval from the first discovery of 
mines of extraordinary fertility ? The same economic laws still 
govern prices. Difierent countries, now as then, share unequally 
in the new treasure, according to their produce, situation, and 
the balance of their trade; and its expenditure must have 
different effects in different markets and on different articles^, 
according to the local supply of goods as well as money. Now, 
as then, it is a question, not as to the total increase of the stock 
of gold and silver in the world at large, but as to the addition 
to, and the local distribution of, the currency of each country, 
compared with the quantity forthcoming of each sort of com- 
modity on which more money is spent than formerly. According 
as the supply of each sort of thing has increased as fast as, or 
not so fast as, or, on the contrary, faster than, the increase of 
money expenditure upon it in each place, its price should 
evidently have remained stationary, risen, or, on the contrary, 
fallen there. In the 16th century the things on which the 
new money was poured out were not only comparatively few, 
but comparatively cheap, even in the dearest markets ; so that 
a small sum made a large addition to their price. Sixpence 
more doubled the price of a pair of shoes in an English town at 
the beginning of Elizabeth's reign; another penny doubled the 
price of a chicken, and a shilling trebled that of a goose or a 
pig. In the four and forty years of her reign, Elizabeth coined 
little more than five millions of money, but that was nearly five 
times as much as was current before ; and the things on which 
the additional money was laid out wore, after aU, but a scanty 
assortment. The modes of manufacture were little improved, 
and the greater supplies of raw produce required in the principal 
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towns were carried to market at increasing expense. The new 
money of this age, on the contrary, while very much greater in 
amount, has been spread over a far wider area, and a much 
larger stock of goods ; and it found on its arrival a much higher 
level of places in the principal markets than that which the 
silver from Potosi disturbed. The period of the new gold mines, 
moreover, is one in which several other new agencies have been 
at work, tending on the one hand to counteract to a great extent 
the effect of the circulation of more money in the markets pre- 
viously dearest, and tending on the other (by contrast to what 
happened at the earlier epoch) to raise most considerably the 
price of the produce of some of the more remote and recently 
backw-ard countries and districts. The bare question of the rise 
of prices is in itself, and so far as merely relates to the change 
in the value of money, of comparatively little importance. Its 
chief interest lies in the test the inquiry may elicit of the pace 
and direction of industrial and commercial advancement. Por, 
in proportion to improvement in the processes of production and 
the means of importation, the monetary power of the mines is 
counteracted at the chief seats of industry and commerce by the 
contemporary increase of commodities ; while again, in pro- 
portion to the improvement of the methods of locomotion and 
the extension of trade, prices are brought nearer to equality 
over the world, and the more distant and undeveloped regions 
gain access, at diminished expense, to the markets where prices 
have been hitherto highest. Hence, by a seeming eontradiotion, 
it is a sign of great progress in commerce and the arts, in the 
places farthest advanced in civilization, if the prices of com- 
modities are found slowly advancing in the face of an uncommon 
abundance of money ; while it is, on the contrary, usually a sign 
of the growing importance and economic elevation of the pooiur 
and cheaper, and hitherto backward localities, if prices are rising 
in them. By reason of their previous poverty and remoteness 
from good markets, and consequent cheapness, the pecuniary 
value of the produce of the latter sort of places suddenly rises 
when they are brought into easy communication with the 
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former j and the rise is a mark of improvement in their com*- 
mercial position and command over distant markets and foreign 
commodities. The sort of produce in which undeveloped regions 
are naturally richest — -the produce of nature— is the sort for 
which the population, capital, and skill of the wealthiest and 
most industrious communities have created the most urgent 
demand ; and it is the sort which, in many cases, derives the 
greatest additional value from cheap and rapid modes of con- 
veyance, The cheapest land-carriage, less than ninety years 
ago, of two hundred tons of goods from Edinburgh to London, 
would, we are told by Adam Smith, have required 100 men, 
50 waggons, and 400 horses, for three weeks. A single engine, 
twenty trucks, and three men, would do it now in a day. All 
the ships of England, again, would not have sufficed, in Adam 
Smithes time, he tells us, to carry grain, to the value of 
£5,000,000, from Portugal to England. In 1862, we imported 
grain to the value of nearly £38,000,000 — most of it from a 
much greater distance. And the extension in the last fifteen 
years (the very period of the new gold) of the best means of 
land and water carriage to many distant and formerly neglected 
and valueless districts has brought about, both in international 
trade, to a great extent, and in the home trade of many countries, 
the sort of change which Adam Smith perceived in the last 
century, to some extent, in the home trade of the IJnited 
Kingdom— a change, however, which, even in the United 
Kingdom, has only very lately become anything like general 
and complete. ‘ Q-ood roads, canals, and navigable rivers,^ said 
the philosopher, ‘ by diminishing the expense of carriage, put 
the more remote parts of the country more nearly on a level 
with the neighbourhood of the towns.’ Railways and steam 
navigation have done more to equalize the conditions of sale 
through the world, since the new mines were discovered, than 
all preceding improvements in the means of communication 
since the fall of the Roman Empire and the ruin of its roads. 

Immediately after the Galifornian discoveries, a Russian 
economist predicted that, if a fall in the value of gold should 
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^ensue, England must le tlie first country to feel it f and an 
English, economist more recently argued that a greater rise of 
prices had, in fact, taken place in England than anywhere else, 
save in the gold countries themselves and the States of America.t 
Looking back, however, at the situation of England since the 
opening of the new mines, it is easy to see several agencies 
tending to counteract the effect upon prices here, some of which 
tended, on the contrary, to turn their chief effects upon prices 
abroad. Our vast importations of food and materials, through 
recent legislation, aided by steam, have, thanks to the gold 
mines, been easily paid for, but they have made foreigners the 
recipients of the bulk of the new treasiTO while tending 

to lower the i)riee of the produce of our owm soil, they have 
added to the price of the foreigners’ produce sent to our market 
at diminished expense, owing both to the reduction of duties, 
and to cheaper and faster means of transportation. Corn was, 

* M. De Tegoborski: Oommmianes on the Froductive Form of Fimia (Eng. 
trans.), vol. i., p. 208. 

t J. E. Cairnes, Esq. : JDuhlin Statistical Jonrnaf 1859 ; Fraser' s Magazine^ 
18f59 and 1860 ; and letters to the Fconomist and TimeSf 1863. 

J Mr. Cairnes reasons that England, in consequence of the greater amount of 
its trade with the gold countries, must receive much more gold than other countries, 
and that the gold it receives must act more powerfully upon prices because of the 
activity of credit in the Englmh system of circulation. But the comparative m- 

■ crease of the precious metals in England, or any other country, depends, as Mr, 
Mill has pointed out, not on the comparative amount of its trade with the mining 
regions alone, but on the comparative balance of its whole foreign trade and ex- 
penditure. The general course of international demand and transactions may be 
such that a country, may even part with all, or more than all, the bullion it imports. 
Such, in fact, has been the situation of England in several years past. In the four 
years, 1869-1862, the exports of specie exceeded the imports accoi’ding to the 
returns, and there is reason to think the balance was more against England than 
appears by the official accounts. What bullion we got in those years went from us 
at once into foreigners^ hands ; and much of the money we get for our manufac- 
tures abroad is always in reality partly the price of the foreign materials of which 
they are made, and the articles of foreign production which the makers consume. 
Again, although specuhifive credit often raises prices for the moment above their 
natural level, representative credit, which merely saves the expense of coin, is 
only a substitute for it, and not an augmentation of the currency, and the prices 
it fixes are not higher than woxild prevail under a metallic system. Moreover, a 
given addition to priees here would make less change than in previously cheaper 

■ countries. And there have been, lastly, peculiar circumstances, pointed out in the 
text, tending to cheapen prices in the English market. 
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former ; and the rise is a mark of improvement in their com-* 
mercial position and command over distant markets and foreign 
commodities. The sort of produce in which undeveloped regions 
are naturally richest— the produce of nature — is the sort for 
which the population, capital, and skill of the wealthiest and 
most industrious communities have created the most urgent 
demand; and it is the sort which, in many cases, derives the 
greatest additional value from cheap and rapid modes of con- 
veyance, The cheapest land-carriage, less than ninety years 
ago, of two hundred tons of goods from Edinburgh to London, 
would, we are told by Adam Smith, have required 100 men, 
50 waggons, and 400 horses, for three weeks. A single engine, 
twenty trucks, and three men, would do it now in a day. All 
the ships of England, again, would not have sufficed, in Adam 
Smith’s time, he tells us, to carry grain, to the value of 
£5,000,000, from Portugal to England. In 1862, we imported 
grain to the value of nearly £38,000,000 — most of it from a 
much greater distance. And the extension in the last fifteen 
years (the very period of the new gold) of the best means of 
land and water carriage to many distant and formerly neglected 
and valueless districts has brought about, both in international 
trade, to a great extent, and in the home trade of many countries, 
the sort of change which Adam Smith perceived in the last 
century, to some extent, in the home trade of the United 
Kingdom — a change, however, which, even in the United 
Kingdom, has only very lately become anything like general 
and complete, y Good roads, canals, and navigable rivers,’ said 
the philosopher, ^ by diminishing the expense of carriage, put 
the more remote parts of the country more nearly on a level 
with the neighbourhood of the towns.’ Kailways and steam 
navigation have done more to equalize the conditions of sale 
through the world, since the new mines were discovered, than 
all preceding improvements in the means of communication 
since the fall of the Homan Empire and the ruin of its roads. 

Immediately after the Californian discoveries, a Russian 
economist predicted that, if a fall in the value of gold should 
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ensue, England must be the first country to feel it f and an 
English economist more recently argued that a greater rise of 
prices had, in fact, taken place in England than anywhere else, 
save in the gold countries themselves and the States of America, f 
Looking back, however, at the situation of England since the 
-opening of the new mines, it is easy to see several agencies 
tending to counteract the effect upon prices here, some of which 
tended, on the contrary, to turn their chief effects upon prices 
abroad. Our vast importations of food and materials, through 
recent legislation, aided by steam, have, thanks to the gold 
mines, been easily paid for, but they have made foreigners the 
recipients of the bulk of the new treasure and, while tending 
to lower the price of the produce of our own soil, they have 
added to the price of the foreigner's’ produce sent to our market 
at diminished expense, owing both to the reduction of duties, 
and to cheaper and faster means of transportation. Corn was, 

^ M. De Tego"borsli:i : Commeniaries on the Productive Forces of Mussia (Eng. 
trails.), vol. L, p. 208. 

t J. E. Gairnes, Esq. : Buhlln Statistical Journal^ 1859 ; Fraser’^ s Mag azmey 
1859 and 1860 ; and letters to the Fcononiist and Times, 1863. 

JMr. Cairnes reasons that England, in consequence of the greater amount of 
its trade with the gold countries, must receive much more gold than other countries, 
and that the gold it receives must act more powerfully upon prices because of the 
activity of credit in the English system of circulation. But the comparative ii> 

- crease of the precious metals in England, or any other country, depends, as Mr. 
Mill has pointed out, not on the comparative amount of its trade with the mining 
regions alone, but on the comparative balance of its whole foreign trade and ex- 
penditure. The general course of international demand and transactions may be 
such that a country, may even part with all, or more than all, the bullion it imports. 
Such, in fact, has been the situation of England in several years past. In the four 
years, 1859-1862, the exports of specie exceeded the imports according to the 
retmms, and there is reason to think the balance was more against England than 
appears by the official accounts. "What bullion we got in those years went from us 
at once into foreigners’ hands ; and much of the money we get for oiir manufac- 
tures abroad is always in reality partly the price of the foreign materials of which 
they are made, and the articles of foreign production which the makers consume. 
Again, although speculative credit often raises prices for the moment above their 
natural level, representative credit, which merely saves the expense of coin, is 
only a substitute tor it, and not an augmentation of the ourreiicy, and the prices 
it fixes are not higher than would prevail under a metallic system. Moreover, a 
given addition to prices here would make less change than in previously cheaper 
countries. And there have been, lastly, peculiar circumstances, pointed out in the 
text, tending to cheapen prices in the English market. 
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therefore, less likely to rise in Great Britain than in many 
other regions ; and the improvement in onr manufactures 
generally surpassed the production of gold until the failure of 
cotton from America. About six-seyeiiths of the exports of 
Great Britain are manufactured commodities, and accordingly 
the productions of this country, which first felt the influence of 
the new money, generally fell instead of rising in price. Nine- 
tenths of our imports, on the contrary, are unmanufactured 
commodities, and the things which have really risen most in 
our markets are, consequently, to a large extent, foreign com- 
modities ; as to which it is important to notice that comparative 
Tables of past and present prices in England do not measure the 
change in prices abroad. Even a low price of wheat, for example, 
to the buyer in London may be a high price to the grower in 
Poland or Spain ; and the French peasant may be trebling the 
price of his eggs and his butter, when the Londoner pays little 
more for those articles than he did before French railways and 
free trade. In fact, the chief monetary phenomenon of this 
epoch is the rise of prices in remote places, put suddenly more 
nearly on a level with the neighbourhood of the great centres 
of commerce as regards the market for their produce. And the 
Tables by which Mr. J evens has attempted to measure the change 
in the value of money fail on this very account to exhibit the 
real extent of the change even in the United Kingdom itself, to 
‘which his researches have been confined. They give compara- 
tive prices in England of several sorts of country produce for 
some years before and since the opening of the gold mines ; but 
they are the prices of the capital and chief towns, not of the 
remote places of the kingdom. Beef, mutton, veal, butter, eggs, 
and poultry, for example, have risen about twenty-five per cent., 
in the London market ; but they have risen a hundred per cent, 
above their rates a few years ago in the inland parts of Ireland 
and Scotland on the new lines of railway. The common price- 
of meat in the towns in the interior of Ireland before they were 
connected with the ports and the English market by railways,, 
was from to 4^. a pound, and now is from 7^. to The 
rise of wages, again, in the agricultural districts of England 
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. falls far short of the rise from a much lower level in the rural 
districts of Ireland, suddenly brought into easy and cheap com- 
munication with both England and America. Tho complete 
revolution which has thus taken place in the scale of local prices 
in the United Kingdom itself renders all arithmetical measures 
of the change in the value of money, founded on the rates in 
a few particular markets, altogether fallacious. The truth 
is, that the change has been unequal in different years and 
different places, and in respect to different commodities. 
Measured in corn, the value of money in these islands is much 
greater now than it was during the Crimean War ; measured in 
cotton, the value of money is much less than before the war in 
America. Speaking generally, however, the monetary movement 
of the sixteenth century has been reversed, and the rise of prices 
has been much greater in Ireland and the north of Scotland than 
in England, and greater in the remote parts of the country than 
in the capital. This contrast illustrates the general distinction 
already pointed out between the commercial and monetary 
phenomena of the former and the present metaUio epochs. At 
the former period the change in the worth of money was greatest 
in the country receiving its supplies directly from the mines, 
and next at or around the chief centres of commerce, such as 
Antwerp and London, and moreover, in what had been the dear- 
est markets before, or the towns as compared with the country. 
Now, it will be found most conspicuous in many of 'the ruder 
and remoter localities, where prices were previously lowest. 

Not one-tenth of the general produce of the mines of the 
world, since the new gold was discovered, has been finally 
allotted by the balance of trade to Great Britain, and some signs 
of the presence of the remainder might naturally be looked for 
in places having little or no direet dealings with the mining 
countries themselves. The new gold regions have, for example, 
added a much larger amount to the treasure of France than of 
England. From the returns of the French Oustom-house, it 
would appear that bullion to the value of nearly £100, OOOjOOfi 
had been added, by the end of 1862, to^ t^^ metallic stock of 
France ; but the issues of gold coin from the French Mint since 
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1848 greatly exceed the declared imports of that metaL And 
we are not without evidence of perceptible effects of so vast an 
addition ta the French currency upon the market of the country. 
In 1848, the French Government revised the official scale of 
prices, based upon a scale of 1827, and found that prices gene- 
rally (inclusive of raw produce) had fallen in the interval. Since 
then the current and the ancient money values of all commodi- 
ties, imported and exported, have been set dovm year by year ; 
and it appears from their comparison that, in 1852, a change 
took place. Prices, instead of falling, began to rise, and, down 
to the end of 1861, ranged generally much above the old 
valuation, in spite of an enormous increase of importation and 
production. But these statistics, like those of Mr. Jevons for 
Great Britain, afford no real measure of the actual changes 
which the purchasing power of money has undergone through- 
out France ; for, wherever railways have intersected the country, 
they have carried up prices towards the metropolitan level ; and 
the advance upon former rates has been much greater in France 
than in England, because of the previous inferiority of the 
former in the means of locomotion, and the more backward con- 
dition of the places farthest from the capital.* In France, as in 
England, there has been some controversy respecting the influ- 
ence of the gold mines on prices ; but there too writers on both 
sides have overlooked the effect of railways upon the distribution 
of the national currency and the prices of country productions. 
The writer on the Precious Metals, for example, in the ^ Diction- 
naire Universel du Commerce,’ simply pronounces that provisions 
and raw materials are rapidly rising in price, but manufactures 
tending rather to fall. But in the article on Railways, in the 
same work, it is remarked that prices have risen enormously in 
the districts they traverse, and that ^ one hears every day, in some 
place where people lived lately alnaost for nothing, that the 
passage of a railway has made everything dear.’ The rise of 
prices in the provincial towns and rural districts forms the most 
prominent subject in most of the reports of the Bzitsh Consuls 


^ See on this subject, Cliemim de :Fer 1862 et 1863, par Eugene Flacbat. 
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in Trance for several years past."^ In eacli locality, special 
causes are commonly assigned by persons on the spot, for ‘ the 
dearness of living ; ’ but how is it that the same phenomenon 
presents itself in so many different localities — in the capital, the 
provincial town, and the agricultural district ? How is it, if 
railways have raised wages, prices, and rents, that the rise has 
taken place at both ends of and along their lines ? How is it, if 
labour and produce are rising in the country, because they are 
carried off to the town, that they are rising also in the town? And 
how could the prices of things, for the most part increased greatly 
in quantity, have risen prodigiously throughout France, if there- 
were no more money than formerly circulating through it? 
Many persons seem to imagine they have accounted for a rise of 
prices, without reference to the influx of money from the mines, 
when they have pointed out how the additional money has been 
actually laid out, and through whose hands it has most recently 
passed. Unless they see the miner himself, they will not 
believe that he is the prime agent in the matter, although it is 
commonly only being brought by other hands than his own, 
that his gold can raise prices at a distance. An interesting 
German waiter has reproduced one of the popular theories of 

* Thus the Consul at iS^antes, in his Beport for 1862, observes: * The market 
prices of goods have been greatly increased by the railway communioation 
between Nantes and Paris, while house rent has risen to a price almost etj^ual to 
Paris.* The Consul at Bordeaux, in his Beport for 1859, says: *Por a while 
the hope was entertained that the establishment of railways would x'ealize the 
problem of cheap living ; but this has proved a falla(iy, for the facility of trans- 
port and increased demands of the capital have created a drain in that direction. 
House-rent has witliin the last few years doubled, if not trebled.* In his Beport 
for 1862, the same Consiil says : * With the exception of bread, the price of every 
commodity remains excessively high; and, though wages have risen in propor- 
tion, there does not appear to he any marked imimovenient in the state of the 
lower classes. It cannot he denied, however, that the progress of civilization has 
gradually created among them a tendency towards more expensive habits, and that 
what formerly were esteemed luxuries have now become indispensable wants.* 
There are similar reports from the Consuls at Havre and Marseilles. Nor is it 
only in the provincial towns that this monetary revolution has taken place. The 
cultivators of the soil, although they sell their produce at inuch elevated rates, 
complain bitterly of the increased cost of rural labour. The rise of house-rent in 
the towns is, no doubt, due in part to the concentration of the population ; hut this 
would not, if there were not more money in general circulation, raise wages and 
commodities both in town and countrv. 
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Elizabeth’s reign— that luxury, ostentation, and expensive 
habits among all classes are the causes of the modern dearness 
of living,^ and, not the abundance of money.^ There cannot, 
however, be more money spent, if people have no more to spend 
than before. A mere change in the ideas and desires of society 
would add nothing to the number of pieces of money, and 
could not affect the sum-total of prices. If more money were 
spent upon houses, furniture, and show, less would remain, if 
pecuniary means were not increased, to be spent upon labour 
and food, and the substantial necessaries of life 5 and, if the 
former became dearer, the latter would at the same time become 
cheaper. But, when people have really more money than for- 
merly to spend, they naturally spend more than they formerly 
did, and their unaccustomed expenditure is considered excessive 
and extravagant. And, when an increase in the pecuniary incomes 
of large classes arises from, or accompanies, greater commercial 
activity and general progress, there commonly is a general taste 
for a better or more costly style of living than there was at a 
lower stage of society. There is always, it is true, much folly 
and vanity in human expenditure ; and masses of men do not 
become philosophers of a sudden because they are making more 
money, and their state is improving upon the whole. But their 
state is improving on the whole when their trade is increasing, 
and the value of their produce rising to a level with that of 
the most forward communities, and when the lowest classes are , 
breaking the chains of barbarous custom, and furnisbing life 
with better accommodation than servile and ignorant boors 
could appreciate. It is better to see Grerman peasants building 
chimneys and embellishiug their houses than biuying their 
money, even if we find them copying their superiors in non- 
essentials and in finery, as well as in the plain requisites of 
civilization. The greater expense of ordinary life in North than 
South Germany has been cited as positive proof that the growing 
dearness of living on the Continent comes not from the plenty 
of money, but from the costlier habits of the people ; and there 

* See tbe chapter lieaded ^ Ber Geld-preis xmd die Sitte,’ in BieH’s OuUurstudun, 
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may be mucli that is wasteful and silly in modem German 
fashion, as Avell as much that is uncleanly and unwholesome in 
what is called ancient German simplicity. But the chief reason 
why South Germany is comparatiyely cheap is, that there is 
really less money in circulation; partly because it has more 
recently been opened up by railways, and still remains farther 
from the best markets of Europe ; and partly because a greater 
proportion of the money actually gotten is hoarded^— which 
is a sign of comparative backwardness, and illustrates the con- 
nexion between progress and ascending prices noticed already. 
Wherever backwardness is changing into progress, and stag- 
nation into commercial activity, it will be found that cheapness 
is changing into dearness, and that something like English 
prices follow hard upon something like English prosperity. 
Thus the British consul at Bilbao reported lately : The increased 
trade and prosperous condition of the country have drawn 
numbers of families to Bilbao. As a result of this the cost of 
living has risen enormously, and Bilbao, long one of the cheapest 
towns in Europe, has become a comparatively dear place/f To 
Spain, which in the sixteenth century I'obbed the treasures of 
the New World directly from their source, gold now comes by 
honest trade, and the miner is hidden hehind the merchant. 


* Tile following passage is taken from the Mevue GermaniqiiG for October, 1863, 
in which it forms part of a translation from an article which appeared in 1857 in 
a German Quarterly La population de scampagnes a ete dans les huit dernieres 
annees comme xme Sponge qui s’est gorgee d’ argent. Bes statisticiens ont calcule 
que dans un seul canton a hie de TAllemagne dii sud, lequel ne compte que quelque 
milles caiTes, on a thesaurise dans le cours des dix dernieres annees ati moins im 
million de florins d’argent comptant, qui n’est pas rentre dans le commerce.’ 

t The Consul gives the following comparative Table of Prices in 1854 and 
1860 :— . 
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UBaccustomed streams of money are flowing, not only into the^ 
towns of Northern Spain, but through ail the more fertile 
districts of" the Peninsula near the new lines of railway* And 
the sums by which prices have been raised in Portugal and 
Spain could evidently not have been drawn from England and. 
France without a corresponding fall of prices in those countries, 
had their coffers not been replenished from a new source. It is,, 
too, in regions like the great corn-district of Medina del Oampo, 
poor lately in money, but rich in the wealth of nature, that 
]3rices must rise fastest when they are brought into easy com- 
munication with the markets where money abounds, since the' 
money is both attracted by their cheapness, and produces the 
more sensible change on account of it. It is in such places also- 
that the unwonted abundance of such treasure, and the rise in 
the pecuniary value of the labour and produce of the people, are 
to be regarded as signs of rise in the international and economical 
scale, and of the obstacles being at length overcome which 
for centuries prevented them from contributing their natui'al 
resources and energies to advance the general prosperity and 
happiness of mankind. Thus the trade of the Swiss, shut out 
by their own mountains from the principal markets of Europe 
in the last century, now reaches to the farthest regions of gold ; 
the merchant and the traveller pour the precious metals into 
their lap ; and a country, not long ago scantily furnished with 
a base native currency, is now flowing with money from the 
mints of the wealthiest States. In the north and east of Europe 
we likewise find the range of prices indicating the course of 
local fortunes, and the share of remote places in the increased 
currency of the world depending on the improvement of their 
means of intercourse and trade with the more forward regions 
and their general progress. In Norway— which, with a 
population about half of that of London, is, in respect of 
its commercial marine, the fourth among maritime powers— 
the wages of seamen rose at a bound to the British level 
on the repeal of the navigation laws; and no sooner did 
Australian gold appear in Europe than the Norwegian currency 
swelled to an unprecedented balance, and prices rose to a 
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piteli unknown before."^ In Eussia, a commodity wbioli, a 
few years ago, was worth to the producer in the interior only 
a fourth of the sum it would sell for in the capital,"’ may now 
be carried thither at comparatively trifling cost in fewer days 
than it might formerly have taken months to perform the 
journey ; and the producer gains the difference. Such a burst 
of traffic ensued upon the new means of locomotion that the 
receipts of the St. Petersburg and Moscow Eailway for the 
carriage of goods in 1859 are said to have equalled those of the 
best railways in England ; and in the summer of the previous 
year 300 steamers plied the waters of the Volga, where only ten 
could be counted in 1853. This rapid growth of trade was 
accompanied, as the British Secretary of Legation reported, by 
a great improvement in the condition of the people, increased 
demand for labour, and higher wages, better food, and the ex- 
change of the sheepskin for cloth. The exports of Eiga, again, 
are of the very class which benefited most by the alterations in 
the English tariff, and which rose the most in the English 
market immediately after the influx of new gold began; and at 
Eiga the same monetary revolution has ensued which Bilbao and 
other Western towns have experienced. In his report for 1859 
the British Consul says : — ^ A fact which seems rather to weigh 
against Eiga is the rapid increase of late years in the cost of 
living in this port. The necessaries of life have doubled in ten 
years ; labour has risen in proportion. ’f It would, however, be 
an inference wide of the truth, that the whole Eussian Empire 
exhibits similar indications of a rise towards the Western level; 
Grreat part of it is hardly better furnished with the paths of 
traffic thun before the discovery of America; the carrier in 


^ British Oonsurs Eeporfc for 1862-3. The Consul at Cottenberg, in Sweden, 
reports for 1855 The year 1855 has been most prosperous. Notwithstanding* 
that most articles are now admitted free of duty, provisions of every hind are 
excessively dear, many articles having, within the last few years, advanced to 
treble, and in no instance to less than double in price. This may be attributed to 
the general prosperity, and conseq^uent increased consumption of betterfood, among 
the working classes.’ 

t A part of this rise is attributable to the depreciation of the paper rouble, but 
this was not considerable at the period referred to. 
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many places leaves the cultivator little or no surplus; and 
the resources of a teeming soil and the industry of an ingenious 
people are imprisoned and valueless. There is, in fact, still 
great inequality of prices, as of opportunities of progress, in 
different parts of Europe; but there is evidence, nevertheless, 
of the presence of a new money power in parts of every 
European country since the new gold first glittered in the 
market, and the Englishman has had, in his own quarter of the 
globe, many successful competitors for a share in the treasure, 
some of whom have been realizing prices much more above the 
ancient level than those which have ruled in the wealthiest 
towns of this island. Different countries — different localities— 
by reason not only of the inequality of comparative pro- 
gress, but also of the vicissitudes of the seasons and political 
affairs— have participated unequally from time to time in 
the general enlargement of the circulating medium of Europe. 
One prevailing tendency is, however, discernible in the com- 
mercial movement of this age — to reverse the monetary order 
of the 16th century, and to raise most, in relation to money, 
the produce of places where money was scarcest before. Is it 
so in Europe only? On the contrary, the most remarkable 
contrast between the former and the present epoch in the history 
of the precious metals lies in the share allotted to Eastern 
countries, and the rise of Eastern industry and productions in 
international value, as measured by the universal standard of 
money. From 1500 to 1695 the Portuguese monopolized the 
maritime trade with the East Indies; and the cargoes of 
Asiatic merchandize which arrived in Europe, few and small 
in the first half of the century, declined in the latter half ; nor 
does Mr. Jacob estimate at more than fourteen millions the 
entire amount of treasure which moved to Asia from the West 
in the first 108 years after America was discovered. In the 
last fourteen years, India has netted a balance of about a 
hundred and fifty millions. For upwards of two years the 
scale has been loaded in favour of India with money lost to 
the American States by the war- — a fact which illustrates the 
connexion ^ith the fortunes of nations of the movement of the 
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precious metals. This influx into India began, however, with 
the increase of their quantity in the world,*' following the 
general law of the period of the attraction of money to cheap 
and fertile places with which communication has been improved, 
and in favour of which international trade must be redressed. 
The money has flowed into India, it is true, not only in the 
immediate purchase of its commodities, but also in loans, public 
works, and investments of English capital — a fact, however, 
springing from the same general cause, and tending in the same 
direction. It is a fact of the same order with the gradual rise 
of the country to an economic level with the earlier elevated 
towns which struck the sagacious mind of Adam Smith. ^Every- 
where,’ he said, '^the greatest improvements of the country have 
been owing to the overflowing of the stock originally accu- 
mulated in the towns/ The ruder and remoter regions are at 
length, if commerce he allowed its natural course, brought into 
neighbourhood and fellowship with the regions more advanoed 
and endowed with the same advantages, especially with that 
advantage to which the latter mainly owed their earlier progress, 
the advantage of a good commercial situation, which steam 
navigation, railways, and roads, are giving to many districts in 
India, rich in the food of mankind and the materials of industry, 
but until lately unable to dispose of their wealth, unless upon 
beggarly terms. There are some who view the accession of 
metallic treasure to such countries as a burden and a loss to 
them— who maintain that the money exported to India, for 
example, abstracts a proportionate sum of commodities from 
the consumj)tion of the natives, and then disappears in useless 
hoards or frivolous ornaments, adding little or nothing to uts 
industrial spirit and power, or to the pecuniary value and com- 
mand over foreign markets of its produce. As to the actual 
use of the new treasure in India, the truth is, that there, as in 
Egypt, and every contiuental country in Europe, it has been 
both hoarded and circulated. Even in England there is always 

^ The bulliou imports of India in 1 852-3 exceeded hve millions sterling;; in 
1865-6 they rose nearly to eleven millions and a-half ; in the year 1856-7, the 

year before the mutiny, they reached £ 14 , 4135690 . 

' VIZ ' ■ ■ 
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a oonsiderable quantity of money lying temporarily idle in the 
purse of tire people too poor to keep bankers ; and we sball see 
reason to believe that the amount of hoarding in India is by no 
means so great as some English writers assume. Almost all 
the gold, however, or rather more than a third of the whole 
treasure lately imported into India, has certainly been either 
hoarded or made into ornaments. By reason of gold not being 
legal tender in India, the gold mines have added only indirectly 
to its currency— adding not gold but silver money. In the- 
West the new gold has taken the place of silver ; the greater 
part of the silver set free has been finally carried to India, 
where it has a purchasing power — ^whieh gold — a far more- 
portable, convenient, and economic medium — has unfortunately 
been denied. Even the hoards and ornaments in India, how- 
ever, are not to be regarded merely as waste. They are not 
only as legitimate pleasures and uses of wealth as many of the 
modes, of expenditure common in the West, but they are also- 
the private banks and insurance offices of the Indian natives.'^ 
The total coinage at the three Indian Mints, including an 
insignificant quantity of copper and gold, since the discovery of 
the gold mines, amounts to about a hundred millions of English 
money; and, in considering the effects of so great an addition 
to the coinage, it is material to observe that prices had gene- 
rally been falling in India for more than five- and- twenty years 
previously. During that period the balance of treasure netted 
by India had not been large, owing to the slow development of 
its export trade, and the considerable remittances of specie to- 


It may not be considei’ed out of place here to notice a misconception wMch 
seems to exist witU respect to tlie effect on prices of tbe large portion of tlie aiinnai 
supplies of silver and gold made in all countries, not into money, but into articles 
of use or ornament. Some writers treat this portion as having no effect at all on 
prices; others make calciaations in which, the whole additional stock of the 
precious metals from the new mines is counted as money. But, when the precious 
metals are converted into articles other than money, and sold and cii’culated as^ 
commodities, they tend not to raise, hut to lower, the general level of prices, by 
absorbing a portion of the currency in their own circulation ; for money cannot he 
in two places or doing two things at the same time, and the quantity engaged in 
buying plate, watches, ornaments, &c., is withdrawn from the market 6f other 
commodities. Hence the whole addition to the stock of the precious metals in 
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England. On tlie other hand, the production of commodities 
increased from internal quiet, and the work to be done by the 
•circulating medium of the country was multiplied not only by 
the increase of ordinary traffic, but also by the adoption under 
British rule of payments in money for taxes and other pur- 
poses, where payments in kind and barter had been customary 
before. The amount of the currency had in consequence be- 
come insufficient ; the natives were often inconvenienced, and 
sometimes even ruined by its scarcity; and the labour and 
commodities of India were bought cheaper and cheaper by 
other countries. In fact, the price of labour and of niany com- 
modities was lower in India in 1845 than in England when the 
mine of Potosi was discovered three hundred years before, and 
we have seen how the previous cheapness of the English market 
contributed to the monetary revolution which followed the first 
considerable influx of silver from the New World. 

But it would be an error to look for a rise of price in all 
commodities and localities alike in India on the augmentation 
of its currency. The apparent effect of an expanded currency 
is sure in any country to be magnified in the case of some com- 
modities, and diminished in the case of others, by extrinsic 
causes. The additional money is, in the first place, not laid out 
on all things or in all places equally— -on some there may be no 
additional expenditure at all; and it raises more, or less, or not 
at all, the prices of the things on which it is expended, according 
to the supply forthcoming in each case to meet the increased 
pecuniary demand. Thus, for example, the paper price of dif- 
ferent commodities at New Tork had arisen above their level a 


England since the discovery of the new mines has not only not tended to raise the 
rrioes, hut a portion, and probably a very considerable portion, has really acted ih 
the contrary direction, having been made into articles which added to the stock oJ: 
■commodities to he circulated. The consumption of gold and silver in the useful 
and ornamental arts in England, for watches, plate, jewellery, and decoration, 
must be very great. In Adam Smith’s time the value consumed in the town of 
Biz’mingham in plating and gilding alone was estimated at more than £60,000 
(Wealth of Nations, Book I. ch. xi.) ; and last year it was stated, in the Campdeii 
House ease, that ‘ a single artist had received from the proprietor of a single house 
no less a sum than £1000, not for the work of gilding generally, but for the actual 
gold to be used in the process.’ — Sept. 5, 1868. 
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year Ibef oi"e in different degrees from 10 to 220 per eent."^ In 
India prices have varied miieli in different places, and in diffe- 
rent seasons, partly tliroiigli the unequal distribution of the new 
money through the different localities, and partly on account of 
local inequalities in the supply, not of money, but of commodi- 
ties. The defect of means of internal communication, more than 
any other circumstance, has contributed to cause great local in- 
equalities in Indian prices in the last ten years, f It throws some 
light upon the English prices in the 16th century to read that,, 
in the North-west Provinces during the famine which followed 
the Mutiny, ^ while in one bazaar prices of 4 rupees per maund 
might be ruling, in another not far off the price would be 
R. 1*8 ; yet no flow could take place from the full to the ex- 


See a table of prices of fifty-fiye commodities in tbe New York Market. — 
Eeonomkt^ March. 28, 1863. 

t The effect of the increase of money in India cannot be measured by the rates 
at which Indian products sell in the English market. Prices are very unequal in 
different parts of the East, and our imports may come from the cheapest places. 
Moreover, prices may he actually rising at the place of exportation, while falling at 
the place of importation, and the very cause of a fall at the latter maj'' produce a 
rise at the fonner. Thus, the price of rice has been low of late years in the English 
market, because of large importations from the cheap Biirmese proYinces, where, 
however, the price has risen in eonsequenee. For the same reason, together with 
the abundance of the crops on the spot, the price of rice has latterly been low in 
some districts of Bengal in which prices generally have been high. Thus, at 
Dacca, the price of rice was not higher in 1862 than in 1854; it was, however,. 
30 per cent, higher at Berhampore, and 100 per cent, higher at Cuttack. The 
exports of India — coffee, cotton, grains, hemp, hides, indigo, jute, oils, opium, 
saltpetre, seeds, shawls, silk, sugar, tea, wood, wool— have almost all risen greatly 
even in foreign markets. Nevertheless, the prices in Mr. Jevons tables of ‘ tea, 
sugar, rice, foreign spirits, spices, seeds,’ have been referred to by an able writer 
as confirming his conclusion that prices have risen less abroad, and especially in 
India, and Eastern and tropical countries generally, than in England. But English 
prices are not foreign prices. Of the commodities just named, rice has greatly 
risen in most parts of India ; tea has risen considerably even in the English market, 
but much more in India; and sugar has risen in India (more than 100 per cent, in 
some places), but it has fallen in Europe for several years, owing to the enormous 
increase of the produce of Cuba and Porto Bico, and of beetroot sugar on the- 
Continent. Foreign spirits (except brandy, which has much risen) have fallen in 
England, in common with British spirits, hy reason partly of the immense produc- 
tion of rum in the West Indies, and partly of diminished consumption in England 
and Ireland. Spices have been falling in the British market ever since the cessa- 
tion of the Dutch monopoly, owing partly to the immense increase in the sources 
and amount of supply, partly to the extent of adulteration, and jpartly to the- 
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liausted market, because roads were not in existence/* Before 
tbe Mutiny tbe prosperity of these provinces had steadily in- 
creased, and labour bore a price in them from 1854 to 1857 that 
it had never, borne before. Then came destruction and famine ; 
and while the price of labour fell, that of food increased — just 
as, in the winter of 1686, food bore an enormous price at Ant- 
werp and Brussels, not because the new mines were prolific -—for 
the plenty of money had disappeared — but because the Spaniards 
had stopped cultivation. f the adjoining provinces of Hol- 

land, on the contrary, prices at the same period were high, 
though every commodity abounded in the market, because 
American silver abounded there too; so likewise in India, while 
famine prices reigned in the North West, there were other 
provinces in which things were at once abundant and dear, 
because the harvest of money as well as of food had been rich; 
and the same may be said of the North West itself for tw^o 
years past. During the famine years in the North West, the 
enormous rise in prices, generally in the Lower provinces of 
Bengal, was not attributable exclusively to the operations of the 
Indian Mints ; but in 1862 and 1863 plenty reigned all around, 
and yet prices ranged far above their level in 1854, with striking 
inequalities in the rise in different districts in different commodi- 
ties, varying from above 300 per cent, to less than 20. Sugar, 
for example, was only 25 per cent, higher at Dacca in 1863, but at 
Patna and Dinapore it was 130 per cent, higher than in 1854. 
Rice is almost the only native product in any part of the Lower 
provinces of Bengal which did not sell much higher in 1863 
than before the drain of silver to the East, which the gold mines 
made possible ; and the rare exception is accounted for not only 


alteration in our tastes and customs of cookery, tliTougli wBioh the demand has not 
increased with the supply. Oil seeds have risen enormously in India. Opium (to 
which the writer quoted has not referred) is the only Indian export of importance 
which has fallen in India itself; the causes of the fall being, first, a great increase 
of production since the Government raised the price to the cultivator, in order 
to drive rivals from the Chinese market; and, secondly, the late monetary crisis at 
Calcutta. 

* Colonel Baird Smith’s 

f Motleys 
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hy splendid crops npon the spot> but by the diversion of a part 
of the demand to the Burmese rice-grounds. Corn, in like 
manner, is as cheap in the London market now as it was a 
hundred years ago, because the supply of last year has outgrown 
the money demand. But rice sold in 1863 for double its ancient 
price in many parts of Madras, although cultivation had extended, 
and the two last harvests had been good, while the importations 
of food had increased, and its exportation diminished. In the 
interior of Bombay such unprecedented prices have been latterly 
witnessed that the natives (who seem to be equally blamed 
whether they save or spend) have been accused, in an official 
Eeport of playing with their money like the Californian gold- 
finders in the first days of the diggings.’ In this novel 
profusion of expenditure, in the new comforts and luxuries 
with which the natives of India are filling their houses, in the 
new and more numerous exchanges which money performs in the 
interior of the country, and the larger sums necessary to perform 
them at rates enormously higher than formerly, we have the real 
account of much of the money supposed to have been hoarded 
because it has not found its way back to the bankers in the 
chief towns. The peasantry of the poorest districts in Ireland, 
in the late famine of 1847, were, in like manner, supposed to b6 
hoarding the silver introduced by the Board of Works, because 
it did not return to the banks : the true explanation being that 
barter had ceased, and the coins which had disaj>peared were 
busy performing common exchanges, which had never been per- 
formed by money before. It is no slight advantage to the 
Indian natives to have their industry excited, and their traffic 
facilitated by the unwonted abundance of the currency, and it 
liberates the ryot from the cruel exactions of the money-lender. 
It raises the value of Indian commodities in the market of the 
world, and the Hindoo is no longer forced to sell cheap and buy 
dear, in international trade.*^ It is in the rate of wages, perhaps, 
that the most remarkable proof is afforded of the elevated rank 



* Tile disadvantage to wiiicli a country is exposed in international trade from a 
lo'wex range of prices than obtains in the countries "vvith which, it trades, is wel 
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-of the Indian people in the scale of nations ; for the comparative 
powers of production and purchase of different nations are 
measured by the average pecuniary earnings of labour in each. 
The rise of money- wages in England is seldom computed at so 
, much as 20 per cent. ; but the localities are now few in India 
where the labourer cannot earn more than twice the sum he 
•could have done twelve years ago, and there are many in which 
he can earn more than three times as much. The railways, 
■and new public works, and the emigration of Coolies to Ceylon, 
Mauritius, and the West Indies, have, along with the European 
purchases of cotton, contributed largely to this result ; hut a 
fact is not explained away by showing how it has come to pass. 
The better market for the industry of the Hindoo, the expendi- 
ture of unprecedented sums upon it, and its extraordinary rise 
in price, axe the very things spoken of. All the silver sent to 
the East could not add a rupee to the price of its produce and 
industry unless it were expended ; the railways, public works, 
■and the payments for cotton, are among the channels of expen- 
diture ; but the true sources of the money, though it be nearly 
all silver, are the new gold mines, for the silver could not have 
been spared from the West, had its place not been supplied by 
new gold. 

There is, then, upon the whole, incontrovertible evidence of 
•a great change in the value of the precious metals in the world, 
far more extensive than occurred in the 16th century, and upon 
a different ground- j)lan ; hut, like that earlier monetary re vo- 
lution, it has been neither universal nor equal where it has 
•occurred. It has not been universal, for the Egyptian is almost 

explained in tlie fono\ring answer of the Doctor to the Knight in the old Dialogues 
referred to in the early part of this article 

' Knight, — ^Yea, hut, sir, if the increase of treasure he partly the occasion of this 
continued dearth, then by likelihood in other our neighbours’ nations, unto whom 
yearly is consigned great store of gold and silver, the prices of victuals and other 
wares in like sort he raised, according to the increase of their treasure.’ 

Doctor . is even so ; and, therefore, as I account it a matter hard to revoke 
-all our En glish wares unto their old pricesj so do I not take it to he either profitable 
convenient to the realm, except one should wish that our commodities should he 
littered cheap to strangers, and on the other side he dear unto us, which could noc 
he without great impoverishment of the commonwealth.’ 
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the only African enriclied; China has netted nothing on the 
■balance of its trade for many years, and the cattle wandering 
in the pampas of La Plata soon leave the golden circle. Nor 
has it been equal, for the change has been greater in cheap 
markets than in dear. But the immense rise of prices in many ^ 
of the former has been balanced by no corresponding fall in any 
of the latter markets, and a great diminution in the value of 
money, on the whole, is therefore clear, though to attempt to 
measure it with precision is vain, and to talk of it in terms of 
arithmetic is an abuse of figures. The only reasonable conclu- 
sion on the subject is, that money has for the present lost much 
of its purehasiDg jDower in the general world of trade—a con- 
clusion by itself little to be desired. To load the exchanges 
of men — to alter the terms of agreement, and disappoint just 
expectations — to make landlords unwilling to grant leases, and 
all classes doubtful about contracts for time and thrifty invest- 
ments — were a calamitous result of the enterprise and toils of 
the miners. And some evil of this kind has undoubtedly been 
done. The first consequence, too, of the discovery of the new 
mines was a diminution in the production of commodities. In 
1851, half the male population of Yictoria deserted their ^ 

occupations for the diggings. In 1850, -when the population of | 

the colony was only 76,000, more than 52,000 acres were under 
cultivation. In 1854, when the population amounted to nearly 
237,000, only 34,657 acres were cultivated. In 1860, this very 
colony imported from the rest of the world consumable commo- 
dities to the value of more than fifteen millions, and gave 
commodities in exchange to the value of only four millions and 
a quarter. British Columbia to this day has produced little hut 
gold, and has levied a continual tribute upon the food, clothing, 
and implements of the rest of the world. Nevertheless, the good 
and the gain which have accompanied the evil and the loss are 
infinitely greater. The new gold has not only founded com- i 

mercial nations of great promise round its sources, and enabled ; 

our own nation to work out (not only without a paralysing^ .[ 

monetary drain, but with tiiumphant success) the problem of i 

free trade, and to purchase in most critical times the material \ 
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of onr manufactures; but it has assisted many backward 
communities to rise rapidly in the scale of emlization, and 
^ wandei’ed heaven-directed to the poor.’ The rapid ‘"rise in the 
pecuniary value of the labour and j)roduce of several such 
communities, of which evidence has been given, is not merely a 
sign and effect of their growing prosperity and elevated com- 
mercial position; it has also helped to conduce to their progress. 
The new money has obtained the immediate execution of great 
works such as a long line of ancient Egyptian tyrants could 
not have compelled;* it has been a stimulus to the cultivator’s 
industry and to the merchant’s activity ; and it has substituted 
to a considerable extent a civilized medium of exchange for the 
barbarous and obstructive contrivance of barter. 

So much the increase of the precious metals may be said to 
have accomplished. Wh^t more in their future increase they 
may accomplish it is not in the jprovince of political economy to 
forecast. They may become a curse instead of a blessing ; they 
may turn the reaping-hook into a sword, and become the sinews 
of war in Europe, when the sinews of war are exhausted in 
America. In Asia they may be buried out of the reach of the 
merchant by rebellion and anarchy, and prices may rise although 


‘ An extraordinary reyolution is rapidly proceeding in tliis country 
(Egypt). Europe has finally understood the immense future of Egypt, and is 
eager to develop her yet budding resources. Every steamer is pouring a new 
population anrr a golden stream on our shores ; energy and capital are taking- 
possession of the land, and ui’ging it forward in the path, of civilization and 
wealth. Not only are the cities of Alexandria and Cairo receiving so great an 
influx of inhabitants that, although whole quarters are rising on every side, 
house-room is still insufficient, and rents are always increasing,* but the inland 
towns and villages are overrun, and factories with high chimneys and long lines 
of black smoke cut the sky of our flat landscape through the length and breadth 
of Lower Egypt. Gradually, hut surely, the tide is creeping upwards, and will 
soon people the shores of the Thehaid. Englishmen, I am glad to say, are not 
behind in the race, and their numbers must always increase in a corresponding 
ratio to the amount of machinery employed. The effect of all this is telling on 
the natives. I lately heard that Halim Pacha, in conversing with his farm 
labourers, had found the intellect of the lads who have grown up since the intro- 
duction of ^the new mechanical appliances was greatly in advance of that of the 
men who had reached manhood under the former primitive system of cultivation, 
when the ox was the all-in-all to the fellah, and when his mind had no stimulus- 
and no cause for thought or inquiry.’— March 28, 1864. 
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money is soaree, because food is scarcer still. Eut, sliould both 
bemisplieres be blessed with peace, their hoards as well as their 
mines may^ponr their contents into the lap of trade, and a new 
use may be found for all. The emancipation of the Eussian 
•serfs affords, in the payment of wages it involves, an example of 
the useful employment which the progress of civilization may 
provide for an increase of silver and gold in the world. The 
history of the last fifteen years bids us believe that, if the sword 
can be kept in its sheath, the precious metals will become less 
precious, chiefly in places where they are too precious at present; 
that prices will rise fastest where they are now lower than they 
should be, or could be, if commerce had convenient pathways; and 
that commodities will finally be naultiplied as much as pieces of 
money on the market. Given the fertility of the mines and the 
total quantity of money in circulation, prices in the aggregate 
must be lower through the world as a whole, in proportion to 
the general industry and skill of mankind, and the extent and 
facility of their trade ; but in the same proportion they must 
also be nearer equality in different markets ; and the rise of 
prices in cheap places to the level of the dearest is a sign of 
advancing civilization and prosperity. If prices were at a per- 
fect equality in all places, it would prove that even distance as 
well as war had ceased to separate mankind. Although the 
literal attainment of a perfect monetary level is, therefore, 
manifestly impossible, the history of prices proves that, while 
many obstacles to human fellowship remain, more has been done 
since the new gold mines were discovered to make the world one 
neighbourhood than was done in 300 years before. 



THE NEW GOLD MINES AND PEIOES IN EUEOPE 

IN 1865.^ 

On tlie discovery of the new gold mines, under the name of the 
Gold Oiiestion, an economic inquiry, unconnected with party 
politics, for the first time gained the ear of the public at large. 
Tet public interest has been languid, in eomjmrison with the 
real importance of the monetary problems involved. The chief 
reason for this is perhaps the diffusion of an opinion, that the 
effect of the inci-ease of money upon prices practically concerns 
persons alone whose pecuniary incomes are fixed: an opinion 
which would be sufficiently true if prices were everywhere uni- 
formly affected, and with respect to all things alike. But the 
fact is, that the scale of relative incomes, and of relative prices, 
in different places, and with respect to different commodities, 
has been so altered, that the old level of profits in different 
employments, and the old rates of expenditure in different situa- 
tions, have been permanently disturbed, and new elements must 
he imported into all calculations respecting the best markets to 
buy and sell in, the cost of living in different localities, the out- 
goings and returns in different trades, and the rates of interest 
which different investments will yield. Those who omit to take 
these new elements into account may find that their expenses, 
both as producers and consumers, are largely increased, while 
the prices of their own productions are not higher than formerly ; 
or they may find themselves buyers in markets in which prices 
have unexpectedly and enormously risen, and sellers where they 

Worth J^ritisk BmeWf JimOf 18Q5. 
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have risen in no suoh proportion ; or again, they may nn'H c ; 
investments which would yield extraordinary gain. The 
British farmer complains that while labour and many of the 
requisites of production are dearer, he gets no more money than 
formerly for his wheat, and the migration of population from 
the country to the towns, and the production of animal food 
instead of corn, are among the results of changes in relative 
prices at home. Most writers on the effects of the Mines have 
confined their observations to changes in prices at home. The 
truth, however, is, that changes in prices abroad are of equal 
importance even to Englishmen, not for the purpose of theoretical 
instruction alone, but even with a view to pecuniary saving and 
gain. Every day people are making speculations and entering 
into transactions — in emigration, in foreign trade, and in foreign 
loans and undertakings— the prudence of which depends upon 
the movements of prices abroad. Great undertakings by Eng- 
lishmen abroad, in fact, have been based upon estimates which 
have proved fallacious, because they made no sufilcient allowance 
for the effects of an extraordinary increase of money in remote 
places. Ohairmen of Indian Railway and Irrigation Companies, 
for example, have reported in London that the rise of prices 
in India had falsified all their calculations, and entailed the 
heaviest losses on contractors. Nor is it in production alone 
that the unequal alteration of prices has made itself felt, for 
consumers have been very differently affected according to the 
place of their residence and the things they are accustomed to 
use. The class of British holders of fixed incomes, who have 
really been the chief sufferers from the increase of money in 
other hands than their own, are not fundholders and Govern- 
ment servants in Great Britain, who are generally placed first 
in dissertations on the subject, but military and civil servants of 
the Crown in India, who are confronted by a rise of prices to 
which there has been nothing similar in England since the reign 
of Elizabeth. Even in England itself, consumers ai-e differently 
affected, according to their class of life and habits, and the 
looaUties|they live in. To the agricultural labom-er the price 
of grain is the chief matter, and grain is cheap j he suffers 
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■comparatively little from the dearness of butter and meat, and 
nothing from the dearness of service, now pressing so hard on 
the poorer gentry and tradesmen, especially in the parts of the 
country where such things used to be cheapest. It depends 
^ entirely on the localities men buy and sell in, and the things 
they buy and sell in them, how they are affected by the greater 
amount of money in the world; and statistical averages of 
prices in general are not only fallacious in principle, but mis- 
leading in practice. The additional money has been unequally 
•distributed by the balance of trade to different countries, and 
very unequally shared by different classes in the countries re- 
ceiving it ; again it has been spent by the classes receiving it, 
not upon all commodities alike, but unequally, and the supply 
of some things upon which there has been an additional ex- 
penditure has increased very much more than that of others. 
Moreover, a low range of prices is raised .more by a given 
addition to money than a high one, which is one reason why 
the change has been greatest in places once remarkable for their 
cheapness.^ And from what has been said, it is plain that a 
change in comparative incomes and prices would have been 
•caused by the new gold alone, since it would increase the 
incomes and expenditure only of the classes, beginning with 
the miners, to whose hands it successively came. But the new 
gold has by no means been the only new agency at work ; an 
altered distribution of money through the world has been 
brought about by more general and permanent causes., And 
at a time like tbe present — a time of doubtful markets and 
hesitating trade— it is peculiarly desirable to lay hold of the 


^ The greater effect oa low prices of an additional sum of money is a matter of 
considerable practical importance, wMch may be illustrated in this way. Let ns 
suppose that tbe price of common labour was formerly l<s. d*:?. «>dayin England, 
and li?. a-day in India, and that tbe increased demand for labour bas added a six- 
pence to tbe rate of daily wages in both countides, raising the rate from Is. Qd. to 
26*. in England, and from Id. to Id. in parts of India. Wages would then bare 
risen 33 per cent, in England, and 600 per cent, in India; and whereas a con- 
tractor could only hire three men in England for tbe sum with which he could 
formerly have hired four, in India be could only hire one man for, tbe sum with 
which be could formerly have hired six. 
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fundamental causes at work, because, although the fortunes of 
indmduals here and there may depend on the momentary 
condition of things, to the bulk of society the permanent 
agencies which prevail in the end, and the permanent rates, 
they tend to establish, are the objects of greatest importance. 
Commerce and enterprise may pause and falter for a few weeks 
or months ; a transitory disturbance originating in America, 
may possibly agitate all markets j but such possibilities only 
make it of greater importance to know what to look forward to 
afterwards, and to distinguish between permanent and temporary 
changes of prices and of the profits of production in each place- 
and with respect to each sort of thing. 

The general principle determining the distribution of the- 
precious metals is, that money is spent by those who receive it 
’ on the things they want most for production or consumption^ 
and in the places where those things can be procured at the 
smallest expense. To buy in the cheapest and sell in the dearest 
market is the policy of trade ; and a combination of causes has. 
latterly given, and is continually giving buyers, on the one hand, 
access to cheaper places of production for many commodities, 
and the sellers of the produce of such places, on the other hand, 
easier access to the markets where their value is greatest. But 
this necessarily leads to a change in the seats of production and 
in relative prices, the tendency being always towards the pro- 
duction of everything in the places within reach where its cost 
of production is least, and towards an equality in the prices of 
portable goods over the area of cheaper and closer commercial 
interoommumeation. Producers in particular occupations and 
particular places, accordingly, have not only obtained no share 
in the new treasure, getting no additional custom either from 
the mining countries or from the countries these deal with, hut 
have even found the demand for their produce decreasing, and 
transferred to other localities; and capital and industry are in a 
course of migration, not only because extraordinary profits are 
offered in new regions and new employments, but also because 
ordinary profits are no longer to be made in old places and old 
employments. 
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The great gold movement itself — that is to say, the pro 
duction and distribution of the new gold ^is only a part of a 
much larger movement, resulting from the new facilities of 
producing many things, gold among the number, in cheaper 
^ places than formerly, and disposing of them more readily in the 
places where their value is the highest, and the enterprise with 
which such facilities are being turned to account. The mines of 
California and Australia, for which older mines were forsalveu/' 
are only a particular class of new sources of produotion from 
which the markets of the world are being supplied^ and their 
rapid development is only a particular instance of the energy 
with which cheaper and better sources of supply are sought 
and developed. The bent of the industrial and eommereial 
movement of our times is, above all things, to discover and put 
to profitable use the special resources, metallic and non-‘mc?talIie, 
in which each region excels, to seat every industry in the places 
best adapted for it, and to apply the skill and capital of old 
countries more productively in remote places with great natural 
resources. ^ The first phenomenon/ Mr. Patterson ohservea, 

^ attendant upon the gold discoveries, has been the great 
emigration— the ti'ansfer of large masses of population from 
the old seats to new ones, the vast and sudden spi*ead of oivili^ced 
mankind over the earth. The countries where these gohPhcHls 
have been found are in the utmost ends of the earth, regions tho 
most isolated from the seats of civilization. Of all spots on tlio 
globe, California was the farthest removed from the highways of 
enterprise. Not a road to it was to be found on the map of (ho 
traveller ; not a route to it was laid down in the eliaiis of ilm 
mariner. Australia was, if possible, a still more isolated t;|uarf,er 
of the globe.t Tliis migration to the remote regions oi tlie new 
gold is not, however, a singular and isolated niovemcnt of 
industry. We shall find, on the contrary, that the koy to Ilm 
principal permanent changes in prices which have followed the 


'The prodiict of gold in the Atlantic States lias fallen ofFsiiirf* the rhVeuv. rlvi 
of gold in California.*— Jicport on the J^lphth of * he Cnif-d 

States, p. 63i 
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path of the new gold through the world, is to be found in the 
fact that remoteness is no longer the obstacle it was to the best 
territoriabdivision of labour, and that buried natural riches and 
neglected local capabilities are obtaining, in a thousand direc- 
tions at once, a value proportionate rather to their actual quality 
than to their nearness to market, and attracting capital and 
skill by high profits to their development. For the same reason, 
and by the same aids to industrial enterprise which have 
brought miners and merchants to cheaper places for gold, 
cheaper places for the production and purchase of many other 
things have been contemporaneously found, and the distribution 
of the new gold, and its effects upon prices have been very 
different from what they would have been, had the fertility of 
the new mines been the only altered condition of international 
trade. The general principle which regulates the distribution 
of money through the world is, as we have said, that those who 
receive it naturally spend it on the things they want most, and 
in the places where such things can be had cheapest ) but they 
have of late years obtained access to markets not formerly within 
reach, and much of the new money has been absorbed in new 
regions, and in the circulation of produce not before in the 
market. The world may at present be divided into three classes 
of regions: first, those in which prices were formerly highest; 
in the second place, those in which the new movements of trade 
have already raised prices towards the level prevailing in the 
former regions; and, thirdly, the places not yet within the 
influence of the new means of commercial intercommunication. 
The first and second class of regions may be said to be fast 
merging into one, with pecuniary rates approaching to equality, 
while the third class is also, in numerous directions, on the 
point of assimilation. A permanent change is thus taking 
place in the conditions which govern comparative prices in 
different markets, and one the more worthy of notice, since, in 
the earlier years after the discovery of the new mines, there was, 
both in the gold countries themselves, and in the chief markets 
of Europe, an abnormal, and in a great measure, temporary 
elevation of piuces, which, although not in reality j)rinoipally 
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-due to tlie increase of gold, led to mistaken conclusions respect- 
ing its real effects. 

Tlie first rise of prices in California and Australia, from 
wHch. M. Chevalier and other eminent writers were led to 
apprehend a proportionate fall in the value of money through- 
out Europe, was, in fact, as Mr. Neiwmarch has shown,* both 
temporary in degree and partial in extent ; those things alone 
rising in jarice which were in demand with the classes whose 
pecuniary incomes were increased. 'While, for instance, the 
-coarser sorts of clothing adapted to life at the diggings were 
fetching extraordinary prices, the best quality of cloth for a time 
was almost unsaleable. Moreover, the early rise in prices in the 
gold countries was not only partial, but only partially caused 
by the new gold. In the face of a rapidly increasing popula- 
tion, there was an actual decrease in the supply of labour and 
many of the necessaries of life. Farms and pastoral settlements 
were forsaken; the crops in many places were lost for want of 
hands ; all building ceased in Melbourne at the very time that 
‘Crowds were arriving; and the vessels coming from Europe were 
too full of emigrants to have room for considerable cargoes. 
So far, too, as the rise of prices was really caused by the increase 
■of gold, and not by tbe scarcity of commodities, it should be 
taken into account that a great part of the gold current at first 
came not from the new, but from the old mines of the world, 
brought by immigrants who did not come empty-handed, and 
who were driven to spend a good deal of old money before they 
could make any new, or even get to the mines. Hence the first 
fall in the value of money in the gold countries was in a great 
measure due to a temporEtry and abnormal condition of things, 
and not to the fertility of the mines. In 1854, pxices in Victoria 
w^ere already much lower than during the two years before, 
and the following Table of prices, published by the Eegistrar- 
Greneral of the colony, shows their continuous descent in subse- 
quent years 

S^istori/ of FriceSf vol. vi., Appendices xxx. and xxxii. 
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ESTIMATED WEEKLY EXPE]?^DITTOE OF AN AETISAN, HIS WIPE,. 
AND THEEE CHILDEEN, 



1854.' 

1857. 

1861. 


£ 

5 . 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

Bread, 28 lbs., . 

0 

12 

6 

0 

6 


0 

5 

3 

Beef, or mutton, 21 lbs., . 

0 

15 

9 

0 

12 

3 

0 

6 

10 

Potatoes, 21 lbs., 

0 

5 

10|- 

0 

2 

104 

0 

1 

0 

Flour, 6 lbs., 

0 

2 

2 

G 

1 

2i 

0 

1 

0 

Tea, 1 lb., .... 

0 

2 

0 

0 

2 

6 

0 

2 

9 

Sugar, 6 lbs., 

0 

3 

0 

0 

2 

6 

0 

2 

3 

Soap,, 3 lbs., 

0 

1 

b 

0 

1 

0 

0 

0 

9 

Candles, 2 lbs., . 

0 

1 

6 

0 

1 

4 

0 

1 

2 

Milk, 7 pints, . . 

0 

7 

0 

0 

3 

6 

0 

2 

4 

Butter, 2 lbs., . 

0 

9 

0 

0 

5 

6 

0 

3 

0 

Firewood, J ton, . . 

0 

12 

6 

0 

6 

0 

0 

4 

0 

Water, 1 load, . 

0 

10 

0 

0 

5 

0 

0 

2 

0 

Eent of cottage, per week, , 

.2 

0 

0 

0 

10 

0 

0 

6 

0 

Clothing, . . - ‘ . 

0 

16 

0 

0 

10 

0 

0 

6 

0 

Scbioolfees, . . . 

0 

3 

0 

0 

3 

0 

0 

3 

0 


£7 

0 

34 

£3 

13 


£2 

7 

4 


The reader will perceive in these figures a proof of the error 
of a method by which some writers have attempted to measure- 
the permanent effect of the new mines on the value of money — 
that, namely, of taking an average of prices one year with 
another since their discovery. An average of prices for a 
succession of years hides the material point whether prices have 
continuously risen, or, on the contrary, have latterly fallen— a 
point of great practical importance, since, as already observed,, 
the general movement of prices has been very different in 
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different places. As an illustration of this we beg attention to 
the following Table of prices at Bilbao, in contrast with the 
previoxis Table of prices at Victoria 



1854 


1860 


1864 




£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

Mutton, per lb., 

0 

0 

2i 

0 

0 

4i 

0 

0 


Beef, 

do., . 

•0 

0 

2J 

0 

0 

4 

bd 

to 

Sd. 

Veal, 

do., . 

0 

0 

3| 

0 

0 

8 

GO 

o 

o 

Butter, 

do., . 

0 

0 

6 

0 

0 

H 

0 

1 

3 

Eggs, pei 

doz., . 

0 

0 


0 

0 

n 

0 

0 

10 

Bread, per lb., . 

0 

0 

1 

0 

0 

2 

0 

0 

2 

Common 

wine, two quai-ts, 

0 

0 


0 

1 

3i 

0 

0 

10 

Bent, 

• 

£15 to £20. j 

£50 to £80. 

£30 to £80. 


It is evident, from a comparison of the two Tables, that per- 
sons intending to trade with, or settle at, either Melbourne or 
Bilbao, would make a serious mistake in averaging prices one 
year with another. The average would give a range more than 
three times too high at one of the places, and nearly three 
times too low at the other. Prices in Australia in the first 
years after the derangement of industry by the mines, and prices 
in Spain before the new gold had found entrance, are so far 
from affording a basis for calculations respecting the future 
probable value of money, that they ought rather to be excluded 
from the estimate. The contrast, however, between the de- 
scending movement of prices at one place, and their ascending 
movement at the other, indicates an important practical dis- 
tinction. The causes which raised prices so high in Australia 
from 1852 to 1854 were in a great measure transitory and local; 


* Prices in 1854 were the average prices of a long period anterior. The very 
nigh price of wine in 1860 was in part occasioned by scarcity ; not so with the 
other articles. The harvests have been good, and although bread was at the same 
price at Bilbao in 1864 as in 1860, in consequence of railway communication with 
rt-he interior, its price rose in the interior between those years. 
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but those which We raised them in Spain are fundamental and 
permanent in their character, and extend in their operations 
over the whole area of commercial intercommunication. Mr. 
Windham has left the following note of Dr. Johnson^s conver* 
,sation on the effect of turnpike-roads in England Every^ 
place communicating with every other. Before, there w^ere 
cheap places and dear places ; now, all refuges are destroyed 
for elegant and genteel poverty. Disunion of families by 
furnishing a market for each man’s ability, and destroying the 
dependence of one man upon another/ The train of consequences 
described in these sentences has, with extraordinary rapidity, 
followed the recent increase in the communication between 
distant parts of the world, created by the knowledge and enter- 
prise of our times, as well as by its better means of locomotion. 
Wherever these causes have acted may be seen the equalization 
of prices, the disappearance of comparative cheapness, the- 
opening-up of new markets for the special capabilities of each 
place and its inhabitants, and the rupture of ancient bonds of 
local dependence, of which Dr. Johnson saw, eighty years ago, 
almost the beginning in England. It is curious to observe how 
writers, at places the most remote from each other, fall naturally 
into the use of the very same words in describing the changes 
taking place under their eyes. Of Bilbao, the British Consul, 
four years ago, when prices had not reached their subsequent 
pitch, reported ^ The cost of living has risen enormously; and 
Bilbao, from being one of the cheapest towns in Europe, has 
become a comparatively dear place/ Eroin Yokohama, in 
J apan, the Consul writes ^ From being one of the cheapest 
places in the East, it has become second only to Shanghai in 
expensiveness/ And from Alexandria we hear : — ^ Egypt,, 
which a few years ago was one of the cheapest countries, is fast 
rising to the Indian scale of prices.’ 

The rising prices in such places indicate, it shonld he 
particularly observed, not a mere fall in the local value of 
money, but a rise iu the general as well as in the pecuniary 
value of their produce. If all the cattle in the pastures of 
South America could be carried rapidly and cheaply to Europe,, 
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their value in money might he more than decupled; hut the 
change would not he a depreciation of money; for, on the 
contrary, money would have found an additional demand. 
Less than a generation ago, the Landes of the Gironde were a 
pestilential waste, covering 300,000 hectares, and valued at 
900,000 francs on the whole, or three francs a hectare on the 
average. Partly hy being brought nearer to markets by rail- 
ways, partly by the mere fact of their capabilities becoming 
known, partly by drainage and cultivation, and partly, no 
doubt, through the general increase of money in France, the 
price of the Landes has risen in the extraordinary manner 
described in the British Oonsuhs report, and more in detail by 
M. About, who relates that the tobacco crop of a single hectare 
was lately sold for more than a thousand francs, and that the 
wood alone, on a plot of 500 hectares, only partly in plantation, 
will, in less than twenty years, be worth a million francs, being 
more than the worth of the whole territory of the Landes dhout 
the time that the mines of California were discovered. M. About 
adds: — ‘This enormous territory, which did not figure for a 
million francs when I was at College, will be worth six hundred 
millions in 1894/ In the same work from which these figures, 
are taken, ^ M. About graphically describes some of the causes 
of the enormous advance in prices in Paris. It denotes, he 
observes, that Paris has become the metropolis of the business as 
well as of the fashion of the Continent ; and rents are trebled, 
because shops and hotels are crowded, and Paris is a city 
frequented by the rich. So far as it goes, this description is 
true, though it fails to allow both for the immense influx of 
gold shown in the oflScial accounts of the foreign commerce of 
France, and for the expenditure in the metropolis of vast sums 
lent to the Government from the old hoards of the people. 
But we must differ entirely from M. About where he says that, 
while Paris has become a place only for tbe rich, there remains, 
and will always remain, a refuge for poverty in the country. 

‘ If the rise of prices in Paris terrifies you, there is the railway ; 
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it not only brings people to Paris, but takes tbem away, Live 
in the country.' We affirm, on the contrary, that, just because 
the railway brings peoj)leand things from the metropolis as well 
as to it, it brings metropolitan prices into the country, and far 
more effectiyely than the old turnpike-road realizes Dr. J ohnson's 
opinion of the results of easy communication between place and 
place : ‘ Before, there were cheap places and dear places ; now, 
all refuges are destroyed for elegant and genteel poverty.' 
The price of eggs a few years ago at Bayonne was six or seven 
sous a dozen ; now, you will not get as good a dozen for fourteen ; 
and the price of boarding in a pension at the same place has 
exactly doubled in the same period. In formerly less accessible 
places than Bayonne, the change in the cost of subsistence has 
been greater ; and one cause of the concentration of the popula- 
tion of Europe in large towns — which is a fact of immense 
political significance in our times — is not only that access to them 
is easier, and employment in them is greater, but that railways are 
making the country as dear as the town. M. About recommends 
the country to the poor for its healthfulness and beauty as well as 
for economy ; but modern means of locomotion, and the move- 
ment of which they are both cause and effect, tend to give all 
the advantages of each place a pecuniary value in proportion 
to their real utility and rarity, and to turn them to the utmost 
commercial account, thus finding new markets for the px'oduee 
of the mines in the Pyrenees and the Alps. The same general 
tendency towards the commercial development of the natural 
wealth of such regions, which led to the production of the new 
gold, governs its distribution and effect upon prices. Buyers 
on the one hand, and sellers on the other, have gained, and are 
constantly gaining, access to new markets. The necessary 
consequence is to bring money in unusual abundance to places 
where prices were formerly low, and on the other hand, to bring 
the cheap produce of such places to the markets previously 
dearest, and to counteract more or less in the latter the fall in 
the value of gold which the increase in its quantity would 
otherwise have produced. And thus it is that stationary prices 
of commodities in general are the best marks of prosperity in 
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'One class of localities, namely, tliose in wliicli money has 
always abounded, and where cheapness indicates improvement 
in production at home, and access to cheaper places of* production 
abroad; while, in another class of localities, rising prices 
^ indicate improved means of exportation, better markets, and 
inducements for the ingress of capital and skill as well as 
money. For the rate of profit on capital and skill employed in 
the development of their resources, and bringing their produce 
cheaply to market, is in proportion to the increase of the 
quantity and price of the produce. If people can sell for £100 
what cost them but £50, their profit in money is 100 per cent. ; 
and the high profits and interest latterly yielded on capital 
employed in foreign trade and investments has arisen mainly 
from obtaining a share in the rising pecuniary value of the 
productions of regions whose commercial situation has been 
improved. This movement certainly tends to destroy the 
refuges of poverty, but it tends, on the other hand, to destroy 
poverty itself by ‘ furnishing a market for each man’s ability.’ 
It brings with it hardship to those whose condition is stationary, 
but it makes the condition of many progressive. A few years 
before -Dr. Johnson’s remarks on the effect of roads, Groldsmith 
made those excursions through the country which resulted in 
the poem of the ‘ Deserted Yillage,’ in which the features of the 
landscape, and something of personal incident, were drawn from 
his native village in Ireland; but the picture of the intrusion 
of the wealth of towns and ‘tirade’s unfeeling train’ into remote 
parts of the country, was taken from England. The poet saw 
only the jprivation to the parson, who ‘ remote from towns ’ had 
been ‘passing rich at forty pounds a-year,’ and the sorrowful 
side of the migration of the peasantry ; Dr. J ohnson saw also the 
market opened for each man’s caj^acity by the union of localities, 
and the liberation of individuals from hereditary restraints and 
family dependence. This is exactly the movement which a 
philosophical jurist has pronounced to be the chief characteiistio 
of progressive societies. Their movement is uniform, says Mr, 
Maine, in the substitution of the commercial prmci|)le of contract 
for the ancient family bond as the principle which associates 
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men, and tHe amalgamation of isolated original groups intO' 
larger communities connected by locar proximity,^ This theory , 
is equally true of the economic and of the legal and political 
frame woi'k of civilized society ; the migration of labour to- 
new fields of employment, and of capital and wealth into the ^ 
inmost recesses of the country or remoter regions, and of both 
money and commodities to new markets, are incidents of the* 
better division of labour in which it results, by which thov 
majority of men must be gainers ; and the working of the new 
gold mines is only a particular instance of the rapid develop- 
ment of the natural resources of each place, which must result 
in a vast increase of the aggregate of human wealth, although 
involving loss to particular classes. Considerable misappre- 
hension has arisen with respect to the effects of the new gold,, 
by attributing to it changes in prices due mainly to different 
causes. M. Levasseur, for example, concluded in 1857 that 
the mines had caused a monetary revolution in Western 
Europe very unfavourable to the well-being of the labouring* 
classes. In the mining countries themselves, he observes; 
that labouring men wei’e the first to receive the gold, and 
the price of labour rose before that of commodities : the latter 
rising only in consequence of the increased expenditure of the 
labouring class. But in countries like England and France, the 
new treasure was first received in exchange for commodities;, 
the price of which coasequently, according to this able writer, 
rose before labour; high profits preceded increased wages ; the 
manufacturer, the merchant, and the farmer were gainers, but 
the labouring classes were losers. This, he says, is a repetition 
of what happened in the sixteenth century after the influx of 
money from the mines of America, when the labourers inces- 
santly complained of the insufficiency of their wages. Happily, 
however, the historical parallel fails, for wages in the sixteenth 
century were kept down by law ; and the modern changes in 
production and trade, of which the new gold is only an instance,, 
tend rather to lower than to raise the price of corn in England 

^ Haiiie’a pp, 132, 168*-170. 
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and the districts of France in -which it was formerly dearest. 
^ As commerce extends/ says Mr. Mill, ‘ and ignorant attempts 
to restrain it by tariffs become obsolete, commodities tend more 
and more to be produced in the places in which their production 
^ can be carried on at least expense of labour and capital to man- 
kind/ We get corn from America and Eussia for the same 
reason that -tve get gold from California and Australia, instead 
of from our own rivers and mountains — although there is gold 
in every stream that flows and on the side of nearly every hill 
—namely, that we seek the cheapest places for everything, and 
have access to cheaper places than formerly for many things, 
corn and gold included. Bad harvests, the Eussian war, and 
sjpeculation, and not the cheaxmess of gold, were the chief causes 
of the dearness of corn, and of several other important com- 
modities, in England and France from 1863 to 1857. We have 
here another exampleof the error of measuring permanent prices 
by averages of foregoing years, without regard to. their ultimate 
range and the permanent or temporary character of the causes 
of a rise. It is on the reasons for prices, and not on mere [niees 
themselves, that producers should found calculations for the 
future ; and a farmer would be greatly in error in taking the 
price of corn from 1853 to 1857 as a safe basis for calculating 
the future profit and loss of its growth. The harvest of 1853 
was almost the worst for a century throughout Western Europe ; 
that of 1855 was very deficient ; that of 1856 was under an 
average, while the war with Eussia still farther shortened 
supply, and added to the cost of importation ; and the scarcity 
of corn, and not the abundance of money, was the cause of the 
sufferings of the labouring classes during the pieriod. The 
relative price of labour and bread in both countries has really 
undergone an alteratioh in favour of those who purchase the 
latter by the sale of the former. Thus in- France, while corn 
has considerably fallen, money wages have greatly advanced 
both in country and town, and the advance has been constant. 
In 1860, the average of wages in Paris was 4 f. 56 c., and is 
now computed at 5 f. ; and the pay of agricultural labour in the 
country around Bordeaux has risen in the same time from 
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40 to 50 sous a-day. In the United Kingdom, money wages 
have also considerably risen; and the rise in the price of animal 
food, though greater in remote rural districts than in the large 
towns, and considerably greater on the average than is shown 
in any statistics on the subject, but little affects the bulk of the 
rural population, since agricultural labourers have never been 
accustomed to consume much of it. In towns, on the other 
hand, money wages have risen fully as much as the price of 
meat, the rise of which is, in fact, mainly due to an increased 
expenditure of the working population; and, accordingly, it is 
23ork, and the inferior qualities of mutton and beef, which have 
risen most. The very causes which tend to raise wages and to 
cheapen corn, tea, sugar, and clothing, evidently tend to raise 
the price of animal food, by leaving the bulk of the people more 
to expend on it ; it being a thing of which there are not the 
same means of increasing the supply as of clothing and corn. 
We cannot, indeed, exempt the owners of land from blame in 
respect to the dearness of meat and dairy produce, since the 
uncertain duration of tenure has been, along with some un~ 

. favoui’able seasons, an obstacle to the increase of the domestic 
supply, on which its price must chiefly depend. But the change 
in the relative prices of corn and fresh animal food, and the 
change in husbandry it is leading to, are mainly to be traced 
to the general movement of commerce, which it is the endeavour 
of this article to explain, and which is one certainly far from 
injurions to the labouring classes in its general results. The 
movement tends, as we have seen, to the i)rodiiction of every- 
thing, money included, in the cheapest accessible places, and 
its sale in the dearest accessible markets, and hence to equalize 
j)rices approximately in cheap and dear markets brought closer 
together, thereby raising considerably the price of each class of 
commodities in the places connected, in which it was previously ’ 
lowest, and, on the contrary, counteracting the effect of the 
increase of money in those in which it was previously highest. 
The price of corn has accordingly risen in many distant places 
nearly to its level in England ; but in England its level has not 
been raised. But just as the improvement in communication 
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IS not the same between all parts of the world alike, and the- 
eq[ualization of prices is not universal for any commodities, so 
the improvement is not equal for all classes of commodities ; 
alike ; and the price of commodities, such as fresh butter and 
meat, which are portable only for a limited distance, has been 
equalized over a much smaller area than that of corn. The- 
cheaper places to which London has access for fresh animal 
food, are only the remoter parts of the kingdom itself and the : 
nearest parts of the Continent. Impi'ovements in communica- 
tion produce an approximation to equality in the p)rices of 
portable goods only in proportion to their portability, and 
hence a double change in relative prices ensues. In the first 
place, the prices of easily portable articles approach to a level i 
in cheap and dear markets ; but, secondly, as all things are not 
equally portable, a change is produced not only in comparative- 
prices in difEerent places, but in the comparative prices of dif- ! 
ferent commodities ; and both changes result in a disturbance i 
of the profits of different occupations, and a change in the 
places of difierent industries. The same general cause tends [ 
to raise the price of meat at Athlone almost to the price it 
fetches in London, and to lower the price of corn in London 
almost to its price at Odessa. And the consequence is, that j 
since labour and capital desert the occupations in which money i 
returns are declining and stationary, for those in which they | 
are increasing, the production of animal food is taking the i 
place of the production of corn in this kingdom, and shep- I 
herds are increasiag, and agricultural labourers decreasing, in i 
number. t 

But this internal change in our industrial economy is a 
small part of the change in the territorial division of lahoun 
which the changes in relative prices in the world of commeree ; 

are producing. For the very same reasons that the price of | 

meat has risen in England, but not that of corn, and that the I 

former has risen more in the remoter parts of the country than j 
in the capital, and again, that the change in prices is producing | 

the changes in the occupations of the people just stated, prices ! 

in general have rapidly risen in many foreign countries, and 
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Britisli industry and capital have been attracted from domestic 
to foreign employment. The pecuniary value of the produce 
of cheap places rises in proportion as 'they are brought within 
reach of the best markets; and capital employed in the improve- 
ment of their commercial situation,^ the development of their 
resources, and the transport of their produce, obtains an extra- 
ordinary profit from sharing in the increase of its money value. 
If, for example, a ewi of goods is worth £1 at one place, and 
only 5s. at a distance for want of communication, a railway 
company making the line of connexion may charge more for 
the carriage of goods, and buy the land and unskilled labour 
they require for its construction very much cheaper than if 
prices were near an equality at the two places already. 

The great rise of prices in India and the enormous growth 
of its trade are regarded by many as j)assmg results of the 
American war. And it is desirable, with reference to the 
future not only of India hut of many other places under the 
same economic conditions, or which will soon be brought under 
them, and also with reference to the future outlets both for 
English capital and enterprise, and the produce of the new 
mines, to ascertain whether we ought really to regard the 
increase of money in India, and of English capital engaged in 
its foreign commerce or internal improvement, as a fortuitous 
and transitory event, or, on the contrary, as the result of per- 
manent causes, which, upon the one hand, are continually in- 
vesting with additional value the capabilities and productions 
of places circumstanced like India, and, on the other hand, are 
finding food and materials from the cheapest accessible quarters 
for countries like England, and new and remunerative employ- 
ment for their accumulated capital and skill. 

That the stream of the precious metals to India, and the rise 
of prices ensuing, are not solely attributable to the payments 
for cotton caused by the American war, is clear from the facts 
that the bulk of the treasure was imported before 1861, and that 
the balance of imports of specie above exports, reached fifteen 
and a-half millions sterling in the year 1859-60, and has not 
reached twenty millions a-year as the average since the war* 
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It is an error to suppose we have paid the new cotton countries ^ 
sums of money proportioned to the price of cotton in our markets, ' 
part of which has gone to our own merchants and carriers, 
and part has been paid in our own manufactures. The balance 
of trade is always considerably more in our favour than appears 
in the official reports of the value of our imports and exports, 
respectively. We are ourselves the chief carriers both of our 
■exports and imports, and foreign countries really pay more for 
our exports, and we pay them less for our imports than appears 
by our Custom-House valuation, since we receive ourselves a 
■great part of the freight of cargoes both outwards and inwards, 
Bndoffhe mercantile profit on the exchange. The balance of i 
trade, however, has been largely in favour of India for many 
years past, and the rise of prices was anterior to the war. In a ^ 
speech at Calcutta, in February, 1860 , Mr. Wilson, after re- | 

ferring to the rapid growth of Indian commerce, observed : i 
^ It is notorious how much the price of all country produce has i 
increased of late years, in consequence of the demand for expor- 
tation. I am thankful to know that the benefits thus conferred 
by our commerce upon the land have extended in no slight 
degree to the labourer. It is no exaggeration to say that the 
rate of wages has risen in many districts twofold, and in some 
threefold, during the last few years. In the face of evidence 
of this bind, can anyone doubt that all classes in India are in ' 
a state of prosperity, unparalleled in any former time A 
very different view of the matter has latterly been taken by 

^ JBeonomisty MiiVGk 31, 1860. The following Table of prices of the chief 
•articles of daily consumption in the * Statement showing the Material and Moral 
Progress of India for 1860-61, pursuant to Act 21 and 22 Yicl, c. 10, sec. 63,’ 
shows the great rise of prices in Bengal before the cotton drain began 
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seToral writers, wlio regard tlie rise in the price of all Indian 
prodnce as a calamity to India resulting from the growth of' 
cotton for Europe instead of food for the natives. The real 
increase in the cultivation of cotton in India has, however, 
been immensely exaggerated on the one hand, and the increase 
in the cultivation of crops for native consumption in numerous 
districts, has on the other hand been left out of sight. Our- 
import of cotton from Bombay, Madras, and Bengal, amounted 
in 1860 to 670,000 bales, and in 1864 to 1,398,000 ; but the 
bales in 1864 were considerably lighter than in 1860, and a great 
part of their contents was not an additional growth, but cotton 
withdrawn from native manufacture and the markets of China. 
And there is copious evidence, that except in j)articular and 
exceptional localities, the dearness of food has not arisen from 
scarcity. In one of the principal new cotton districts— the- 
Nagpore country, in the lake region of which 300,000 acres 
were under cotton — Mr. Temple’s report on the trade and 
resources of the central provinces of India for 1863-4, statea 
that ^ agricultural produce abounds of all descriptions common 
to India.’ General Mansfield, in his Minute on the Currency 
of India, March 8, 1864, observes: * One great reason of tho 
rise of prices in all descriptions of food, is the greater disposition 
to consume. The people, being richer, actually eat more than 
they did in the days of their poverty. Great tracts of land 
which for ages had lain waste, are being daily brought into- 
cultivation.’ In the ^ Papers relating to a Gold Currency for 
India,’ lately published by order of the House of Commons, 
there is a Memorandum by the Board of Eevenue at Madras 
w^hich states : ^Agriculture is extending everywhere. There is 
a great demand for cotton, and indeed for every product of the 
field. Prices are at the same time exceedingly high.’ And 
the Madras Athenseum, not many weeks ago (March 4, 1865),. 
contained the following explanation of the rise of prices in that 
Presidency : I The rise in the price of provisions has siicGeeded a. 
general rise in the price of labour, skilled and unskilled. Men 
engaged in mercantile pursuits, from the lowest ryots and 
coolies, have been making money, and this has caused every- 
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thmg to be dear to those -whose salaries were fixed in the good 
old times. Mutton is not dear solely because pasturage and 
grain are more costly, but because it has been eaten very much 
more largely. People took to it as soon as they could afford it. 
^ It has often been thought that religious prejudices among the 
natives would always preserve animal food for the Englishman 
at a cheap rate. But religious prejudices succumb under the 
influence of rupees, as they are dispelled by the light which 
rupees throw on the question.’ 

It is true that in particular places the dearness of the 
necessaries of life is partly the result of a failure of the 
crops, and is so far a misfortune; and in Bombay the late ex- 
orbitant prices of cotton have really led to a diminished produc- 
tion of food, and to a rise of general prices which cannot 
be regarded as entirely of a durable or beneficial character. 
But taking the upward movement of prices over India as a 
whole, we cannot consider it as otherwise than both bene- 
ficial and durable, and as being, like the rise of prices in 
t]ie Landes of the Grironde and at St. Nazaire,^ the result 
of a permanent improvement in commercial position, and in 
the means of turning to profitable account the great natural 
resources of the country and industrial powers of the people. 
In a speech at the opening of a railway two years ago. Sir 
Bartle Erere, the remarkably able Governor of Bombay, said: 
— ^ We all know what vast sums, chiefly of English capital, 
have of late years been spent in this country. Let us consider 
for one moment what has been the effect of giving a fair day’s 
wages for a fair day’s labour. As a rule, this was unknown before 
the railway period. Not only were wages in most parts of the 
country fixed by usage and authority, rather than by the natural 
laws of demand and supply, but the privilege of labour was in 

* * St. ITazaire, a small fisMng-town seyen years since, has attained a prodi- 
gious development, equal to any American city. France, a short time since, did 
not possess a commercial port over an extent of 500 miles of coast washed hy the 
Atlantic. The manufacturers of that part of Prance were consequently placed in 
a disadvantageous position in consequence of having no seaport whence to ship 
their produce. The population has kept pace with the traffic. The value of 
ground has risen with the population. Ground .sold formerly for sixpence the 
square yard is now worth almost jS8.'—Tiw, ADril 29- ltS65. 
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general xestricted to particular spots, and nothing like the power 
of taking labonr to the best market practically existed. The 
result was that the condition of the labourer was wretched in the 
extreme, and Government could do little to raise him above the 
status of a serf of the soil. All this has now changed, and for^ 
the first time in history the Indian coolie finds that he has in 
his power of labour a valuable possession, which, if he uses it 
right, will give him something better than a mere subsistence. 
As a general rule, the labourer works far harder and better, 
and acquires new and more civilized wants in proportion to the 
wages he receives.’ 

The whole population of India by no means indeed imme- 
diately shares in the gains arising from access to better markets 
and the ingress of European inventions, which on the contrary 
tend to deprive some classes of their former means of subsist- 
ence. ^The native handloom'is collapsing in every part of 
India. The best wares of English manufacture are getting 
possession of the market, and in the form of utensils for cooking, 
eating, and drinking, are passing from luxuries into necessaries. 
Even Cheshire salt is supplied at prices which are obtaining for 
it a wide field of consumption in Northern India.’* This is part 
of the general change in the relative profits of different occupa- 
tions and the seats of different industries attending the altered 
distribution of money, produced by closer international com- 
merce and the tendency of all things to be bought and produced 
in the cheapest and sold in the dearest places. Europe can now 
manufacture cheaper than Asia, which was once the manufacturer 
for Europe; the steel of Sheffield has supplanted that of Da- 
mascus ; and the looms of Asia Minor and India are constantly 
decreasing in number. The same cause, however, which di- 
minishes the earnings of Hindoo weavers increases the money 
incomes of the Hindoo population as a whole ; for in proportion 
as they are enabled to buy and sell in the best markets, they 
get better prices for the numerous productions in which they 
excel. Mr. Senior pointed out that the comparative number of 
ounces of silver or gold the Indian and the Englishman can earn 

* Papers relating to a Gold Curremy for p. 74. 
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in a year depends on tlie comparative productiveness of their 
industry in exportable commodities. But an Indian labourer 
earned, when Mr. Senior wrote, only a ninth of the money 
earned by an English one, not because his labour was really less 
j)roductive in that proportion, but because his means of export- 
ing the produce were greatly inferior. The price of Indian 
cotton may decline ; Bombay may cease to be England's 
principal cotton field; yet may it be safely predicted that the 
capabilities of India and its people for numerous other produc- 
tions are such that, with the means of exportation henceforward 
ut their command, prices in the three Presidencies will never 
subside to their former beggarly level. Euture candidates for 
appointments and undertakers of industrial enterprises in India, 
would do well to include this result of the improved commercial 
.situation of India in their calculations. 

The monetary future of India has a more general practical 
importance for Englishmen. Mr. Fawcett remarked two years 
■ago, that the question of a future depreciation of money in 
England, supposing the increase in the supplies from the mines 
to continue, is substantially a question as to the continuance of 
the drain of the precious metals to the East. We would expand 
Mr. Fawcett's proposition into the wider one, that it is a question 
as to the continued absorption of money in places in all quarters 
of the world, including Europe itself, in which the amount 
hitherto current has not been in proportion to their powers of 
production. India is only a representative of a large class of 
localities, whose industrial resources are providing new markets 
for the produce of the mines. In India itself, the Governor of 
Bombay observes in a Minutere commending a gold currency : 

^ Great quantities of silver absorbed in remote parts of the 
country go to furnish a currency where no general medium of 
exchange before existed. There can he no doubt rupees are now 
found in hundreds of small bazaars where all trade used to be 
conducted by barter.'^ 

^ ^Papers relating to a Gold Gtm'encp for India^ p. 9. In page 89 of tliese 
Papers the Mlowing passage occurs Partly owing to the change fTom a 
native to a European form of government, partly to the substitution of monev 
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Adam Smith has observed that the difficulties of land traffio^ 
are such that eommeroe settles first on the borders of seas and 
rivers, aifd is long before it penetrates into the inland parts, 
even of the most opulent and mercantile countries. And not- 
withstanding the immense improvement in the means of land^ 
carriage, it is still true, not only of Asia, but even of, the 
most civilized countries in Europe, that there are inland dis- 
tricts in which prices are far below the surrounding level,, 
because they cannot or do not sell in the best markets, or on 
the same terms as their neighbours. While some Erenoh 
writers expatiate on the rise of prices in the parts of Erauce" 
intersected by railways, others complain that in a country whose 
institutions are intended to favour equality, the railways pro- 
moted by Grovernment have created a shocking inequality in 
local incomes and prices, by giving some places the power of’ 
transporting their produce cheaply to the capital, while others 
are not nearer to good markets than before railways were 
invented. A railway map of the world enables anyone tO' 
predict that prices must rise greatly and soon in a vast number 
of places. However obvious the remark, it is one of great 
practical importance in trade, speculation, emigration, the- 
purchase of land, and industrial enterprises of a hundred 
different kinds, that the price of lahonr and produce will 
eventually rise wherever the soil is productive, and the means 
of locomotion are defective; and will rapidly rise wherever 
those means are suddenly and greatly improved. But pliysical 
obstacles to traffic are by no means the only causes of low prices; 
ignorance is often the mountain to he removed, and it is one 
which still divides England itself into regions with different 
monetary rates. Mainly from the want of agriculteal sta- 
tistics, the differences in the wages of farm-labourers, the 
profits of small shopkeepers, and the prices of produce in 
different counties are surprising. An excellent authority on 
this subject drew attention last winter to the fact that, while in 

for barter in remote districts, but chiefly to the general increase of prices and 
wages, and the vastly angmented amount and numbers of transactions, the re^juire- 
ments of India tor coin are only beginning to be felt’ 
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jsome counties the farmers were paying ruinous prices for fodder, 
in others, hay, straw, turnips, mangolds, and carrots were 
selling at much the usual rates.'^ But these are inequalities 
■which cannot continue; and the fact of their present existence 
-enables us to foresee in a great measure the future movements 
of money and prices, and the most profitable places for the 
investment of capital. Knowing the places where prices will 
rise as soon as their resources are turned to account, and their 
markets frequented, the capitalist knows places in which he 
-can get a large return for the expense of assisting to develop 
these resources, or carry the produce to the best buyers. For 
oxample, a considerable part of the enormous prices paid in 
Europe for cotton imported from the East has really been 
received by our own merchants; and the fact serves to explain 
the discrepancy between our own official accounts of the value 
of our imports from India, and those of India itself as to the 
value of its exports to. us. And the enormous profits which 
have been made of late years in our foreign trade, and upon 
various investments of capital in regions the pecuniary value of 
whose produce has rapidly risen, is one principal cause of the 
high rates of interest latterly prevailing. A high rate of 
interest, like a high scale of prices, may arise from several 
causes. It may arise from a scarcity of capital, a great demand 
on the part of unproductive borrowers, or high profits which 
enable producers to borrow on liberal terms to the lender. 
Oovernments may pay a high interest out of taxes, hut mer- 
cantile men can only pay it out of profits, and the maximum of 
profit fixes the maximum permanent rate of interest in trade. 

Mr, Mill is of opinion that the new mines have tended to lower 
the rate of interest. The masses of the precious metals which 
■are constantly arriving from the gold countries are, it may be 
said, wholly added to the funds that supply the loan market. 

So great an additional capital tends to depress interest.^ t And 
there can he no doubt that a great portion of the new gold 


^ Weetfs, Koveniber 19, 1864. [ 

t FrineipUs of political JSconomy (sistii od,), Book iii. , ckap. 23. : | 
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received in tHis country did at first enter the loan market, and 
tended to make interest low. The subsequent distribution of 
the precious metals, however, seems to us to have tended in 
the opposite direction. Money spent, for example, in improving 
the Landes^ in building at Bilbao or St. Nazaire, in cultivating 
cotton in Egypt, and cotton, tea, oil-seed, and other productions 
in India, and in carrying such productions to the markets of 
Europe, has reproduced itself with extraordinary profit, and 
could be borrowed with profit at higher than ordinary interest. 
In the future distribution of the precious metals, in like manner, 
over markets in which prices will rise — thereby investing with 
considerable pecuniary value resources which now have scarce 
any pecuniary value at all — we may reasonably foresee a source- 
of high profit and interest for a long time to come. The very 
spirit of mingled economy and enterprise, which adds to the- 
quantity of the capital in the loan market, by attracting 
hitherto unemployed funds from the hoard, the till, and the 
private account at the bank, tends to provide more profitable 
employment for the capital seeking investment. ^ It is,^ in Mr. 
Patterson’s words, Hhe utilization of hitherto useless things, 
which peculiarly characterizes our times. It is the utilization 
of neglected resources, the accumulation and concentrated ap- 
pliance of a thousand forces or savings, which is the basis of 
our extending power. We are economizing our money like- 
every thing else ; and this economy of capital, almost as much 
as the new gold mines, is the agency which is giving to com- 
merce its enormous expansion.’^' In the production of gold in 
mines utterly valueless less than a generation ago, and now 
worth twenty millions a year— -in the reclamation of waste lands 
and waste substances at home and abroad — ^in trade with new 
markets and industrial enterprise in new regions— in the col- 
lection and subsequent diffusion of formerly unemjfioyed money> 
the same principle is operative throughout : a principle on which 
we may rely to find profitable use for the fresh produce of the- 
mines, and for the savings of our incomes for an indefinite period. 

^ The Msonomy of (fapital, OBy R. H. Patterson. 



The New G-old Mines, and Prices in Europe in 1865 . 327 

The same economical movement has brought petroleum* — 
to take one of the latest examples of the redemption of wealth 
from the regions of waste — and the new gold into the market^ 
and the former is a new demand for the latter. In every 
neglected or undervalued resource in the natural world or in 
human capacity there is a profitable investment for money, and 
commercial enterprise is constantly finding fresh employment 
for money, both in the purchase of new articles of value, and in 
higher prices for things of which the value is enhanced by 
improvement. Speaking of the non-valeiirs (a term for which 
we have no exact English equivalent) which still abound even 
in the most civilized countries, M. About remarks that among 
them should be classed, not only things absolutely wasted and 
worthless from neglect, but also things whose value is only 
partially realized, like land under corn, which would fetch more 
under grass. Such things M. About designates as non-valetirs 
including among them all the insufficiently exercised 
powers of humanity. An entire half of the French nation, he 
adds — the whole female sex — belongs to the category of non- 
mleiirs relatwes. But if women were enabled, by both custom, 
and law, to realize the full worth of their powers, the higher 
prices their industry would obtain would denote, not a Ml in 
the value of money, but a rise in the value of women. So the 
increase in the money earnings of coolies and ryots in India, 
and fellahs in Egypt, denotes not a mere doubling or trebling 
of counters of payment, but an elevation of the commercial 
status of two nations. There is thus an important distinction 
between the significance of a rise of prices in Calcutta and in 
London ; in the latter it signifies generally either a scarcity of 
commodities or a depreciation of money, but in the former it 
signifies trade on better terms with the world, as well as a 
change in the local value of money. 


^ * Thougli petroleum has "beeiL but four years an article of commerce, it has 
already assumed the second place among the exports of the United States, and now 
ranks next to hreadstuffs. In 1860 scarcely any was exported ; last year the exports 
amounted to 32,000,000 gallons, while the domestic consumption was even greater.’ 
— Times, April 27, 1865. 
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The question whether the new mines have lowered the 
value of money in England is one the more difficult to answer 
with precision, since, in addition to the absence of perfect 
statistics, causes, such as bad seasons and the Eussian and 
American wars, have temporarily affected the prices of great 
classes of goods. Setting aside these disturbances, the truth 
seems to be, that while, on the one hand, such important 
commodities as corn, sugar, and coaP are cheaper than for- 
merly, and the wholesale prices of textile manufactures, 
although higher than during the depression of trade, for some 
years before 1851, remained nearly stationary from that year 
until the American war,— on the other hand, the prices of 
animal food, of land, and of metal manufactures, have con- 
siderably risen ; and the result would appear to be, that in 
wholesale trade the general value of money was not sensibly 
altered in England before the American war. But, speaking 
of retail prices, into which higher rents, wages, and prices of 
animal food more or less enter, we should say that the cost of 
subsistence is decidedly- greater to all classes, except agricul- 
tural labourers, whose chief expenditure is on bread, sugar, and 
tea; and that fixed incomes by no means buy as much as they 
used, especially in remote parts of the country. We believe, 
too, with an eminent economist, that the real rise of prices to 
consumers is partially disguised in a deteriorated quality of 
many things. The disguises which the fact that people are 
really given less for their money may assume are numberless. 
Eor example, the prices were the same at the bathing estab- 
lishments of Biarritz last autumn as in former years, but the 
visitor could often get nothing but a wet and dirty bathing 
dress for his sous. French gloves, again, are not only dearer 
than formerly, but seem made in order to tear ; and both in 
England and France washerwomen are apt to spoil linen now , 
for the prices at which they used formerly to dmss it. 

But the effects of the new mines upon prices are far less 
obscurely and far more satisfactorily discernible in countries 

^ ‘Average sHppmg price of Newcastle coal:— 1841, 105. Qd. per ton; 1850, 
95. U, ; 1860, 95,’— m* Coal Qtmtion, p. 61, by W. S. Jevons. 
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like India, where they have directly or indirectly furnished the 
means of raising the remuneration of industry, and circulating 
produce which had formerly little or no chculaj^ion. The 
result of this influx of money into India is hy no means merely 
the trouble of carrying and counting more coins to do the same 
business as formerly; and so far as there has been such a ■ 
result, it might have been in a great measure avoided had the 
Government allowed gold to pass current as money. By the 
•exclusion of gold, India has been obliged to fetch a much : 
bulkier material for its currency from a far greater distance, 
nnd to incur an unnecessary loss, first, on the freight from ^ 
abroad ; next, on the coinage at the mint ; thirdly, on the ; 
carriage through the country; and fourthly, on the wear and 
tear of so many more new coins. The great mines of Australia ; 
mem to have been si^ecially designed to provide, at a compara- 
tively small cost, the additional money required by the l 
increased trade of India, and its Government, too, have resolved | 
to defeat the economy of nature. In contending, however, for ’ 
all possible economy in the monetary system of India and 
every other country, we cannot adopt the opinion Mr. Patterson 
appears to entertain, that the economy might be carried so 
far as to dispense with the cost of metallic currencies alto-' ; 
gether. Goin is better fitted for rough work and for the ^ 
labourer’s pocket than bank-notes. It cannot, like paper, be | 
eaten by ants in the East, and is safer from water and fii^. I 
Nor can we conceive that a currency would be safe from 
depreciation by excess, unless based upon things possessing ■ 
intrinsic value like silver and gold. Mr. Patterson argues that - 
the value of money depends simply on its conventional use and 
sceeptance. But limitation of supply is in all oases an i 

indispensable condition of value ; and the history of assignats i 

in Prance, and greenbacks in America, shows that negotiability j; 
does not constitute the determining element of the value of a | 
•currency.* And taking this view of the monetary use and ; 

* Mr. Bonamy Price says in a recent article ^ The peculiarity of this com- ! 
modity (gold) consists only in this, that every man agrees to take it in exchange 
-for his goods. The general consent to make gold the medium of exchange cousti- 
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iiQportance of the precious nietalsj it seems to be a question, 
worth considering, whether the future supplies are likely to be* 
sufficient to. supply money enough for the rapid progress of the 
backward parts of the world, and the immense development, 
their resources seem sure to obtain. Mr. Maine has remarked 
that investigators of the differences between stationary and 
progressive societies must, at the outset, realize clearly the fact- 
that the stationary condition of the human race is the rule, the^ 
progressive the exception ,* and, when this reflection was made,, 
the condition of the greater part of Asia and of Northern Africa 
might even have justified the proposition that a retrograde 
condition of the human race was the rule. In the wildest 
regions frequented by the nomad hordes of Central Asia, the- 
traveller discovers the vestiges of former cultivation and wealth. 
But he can now perceive in such regions that while he stands 
on the grave of an old civilization he stands also on the horders^ 
of a new one. It seems certain, at least as regards Asia, which 
contains the bulk of the human race, that not only the 
stationary, but the retrograde communities will become pro- 
gressive — will be reached hy roads, railways, river navigation,, 
and Western commerce, and obtain tbe aid of Western capital 
and skill. And it seems eqnally certain that the pecuniary value 
of their produce will immensely increase ; that they will need 
vast quantities of coin for its circulation ; and that the question 


tiites the precise demand for gold, just as the general consent to make shoes of' 
leather constitutes the demand for leather.’ But the social compact to wear shoes- 
does not determine what they are worth; that depends on the supply of leather 
and competent shoemalrers. The public consents to take shillmgs as well as- 
sovereigns; hut it is not their consent that makes a sovereign worth twenty 
shillings, which it Avould not be if gold were as easy to get as silver. So the 
public may consent to take pieces of paper for coins, but how' 2iiany must be given 
for ahorse or a cow or a loaf depends on the comparative scarcity of each. We- 
make this comment merely to illustrate the principle that the value of money 
depends on its rarity, and not on convention and custom ; for we confess we do not 
see the drift of Mr. Price’s arguments. He refutes some fallacies of the old 
mercantile school which hardly recjuired fresh refutation, and which are not 
supported hy any of the writers on currency he refers to. But he by no means 
iJ^akes it clear whether he objects only to the particular provisions of the Bank 
Charter Act, or to a metallic standard altogether, and to Sir Robert PeeTs definition 
of a pound. 
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is one of importance, whether coin enough for the purpose will 
he easily obtained. The steady deoline of the produce of some 
of the new gold mines might seem to justify a doubt on the 
subject. 'But from Mexico and South America additional 
supplies may be expected. Of Peru the British Consul says : 
^ Peru is one vast mine which the hand of man has only hitherto 
scratched.’ To the produce of the mines must be added the 
vast sums that the progress of commerce will restore to circula- 
tion from the hoards of Asia and Europe, which, even in such 
places as Lapland, are great. Large sums of Norwegian money 
are said by Mr. Laing, in his ^Journal of a Residence in Nor- 
way,’ to have disappeared in Lapland ; the wealthiest Lap- 
landers having always been accustomed to live, like the poorest, 
on the produce of the reindeer, and to bury the money coming 
to them from Norway in places where their heirs often fail 
to discover it. 

The movement we have discussed is one which tends to 
bring all buried and neglected riches to light; and we anticipate 
from it both an ample provision of money and an increasing 
demand for it ; although temporary fluctuations in both may 
cause changes in prices. 
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The theoretical principles involved in what is called the gold 
question are matters, for the most part, about which little com 
troversj exists, although there may be much respecting their 
application to facts, from the difficulty of ascertaining the real 
facts. The effect on prices of a great increase in the quantity 
of the precious metals in the world depends on their distribu- 
tion ; on the proportions converted into money on one hand, 
and articles of use or ornament on the other, the latter consti- 
tuting, in the hands of dealers, an addition to the demand for 
money, not to the supply of it; on the activity of the part 
converted into money, and the degree to which the volume of 
metallic circulation is swollen by instruments of credit ; and, 
lastly, on the course which the additional expenditure takes in 
each country, and the conditions affecting the supply of the 
things on which it is laid out. The mere statement of these 
conditions shows, such a multipHcity of agencies at work that 
the necessity of proceeding by observation to determine the 
actual movements of prices is evident ; indeed, extensive and 
careful ohservation on the part of many inquhers is likely, 
after all, to leave us in ignorance or doubt on some points, hut 
it cannot fail to afford much information, espeoially as foreign 
countries must be the principal field of inquiry. On the distri- 
bution of the precious metals, first of all, and the opening up 
of new channels for the new streams of treasure, hang the 
gravest issues affecting the classes with stationary incomes in 
this country. The rise of prices has for some months attracted 


* MrtnigUty Emew, November 1, 1872. 
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considerable attention in England, and with good reason ; but 
in many parts of the Continent it has been for more than a 
decade the subject of remark and complaint, and m the earlier 
attention to it abroad one may perceive the main reason why it 
has received comparatively little at home until now. A much 
more rapid fall must have taken place in the value of money in 
England had there been no considerable fall in other parts of 
the world, had the chief part of the additional gold which has 
come into circulation in the last twenty-two years been poured 
into English markets : a matter in itself sufficient to show how 
deeply we are concerned in its distribution, and in the move- 
ment of prices in other regions. The movement in Grermany 
in particular deserves investigation, as a country which has 
undergone great economic as well as political changes in the 
period of the new gold, and one in which several of the con- 
ditions determining its action on prices can be most advanta- 
geously studied. German statistics afford fuller information 
respecting local prices than are obtainable* with respect to 
England or any other great country. But in every country 
the real movement of prices has been a number of different 
local movements, and in Germany we can trace the causes 
governing the modern changes not in German prices only, but 
in prices throughout the world. Wide miscalculations respecting [ 
the effects of the American silver mines on the value of money j 
in the sixteenth and seventeenth centuries arose from attending 
only to. some statistics of prices in a few principal markets. 
Even two centuries after the discovery of the American silver ) 
mines prices had not risen alb over Europe in the manner com- 
monly supposed. It was a partial, local, and irregular rise j 

over a limited area, whence the prodigious effect of the streams f 

of additional money in the localities which actually received i 
them ; prices rising enormously in London, for example, while 
wholly unaffected in part of the Highlands of Scotland and of 
the west of Ireland, and but little affected even in some parts 
of England itself not far from the metropolis. The monetary | 
phenomenon which now first strikes the eye on an inspeotioix ; 
of German statistics is the extraordinary inequality of local 



334 


Prices in Germany in 1^7%. 

I prices, and it is one 'which throws a flood of light on both the 

I past and the probable future distribution of the produce of the 

I new mines of our own time. 

h In the month of December, 1870, to take otficial statistics 

I; published by Dr. Engeb Director of the Eoyal Prussian ^ 

r Statistical Office* the price of beef, putting silbergroschen and 

pfennigen into English money, was 3d a pound at Neidenburg, 

I . : in the province of Prussia, at the east of the kingdom, while it 

was SJd at Aix-la-Ohapelle, in the Ehine province. In the 
same month hutter was 9|d at Neidenburg, 12Jd at Berlin, 
14|d at Magdeburg, in the province of Saxony, 15d at Dort- 
mund, in Westphalia, and 16d at Aix-la-Ohapelle. Straw was 
10a. the schock at Braunsherg, in the province of Prussia, and 
£2 12s, at Saarhriioken, west of the Ehine, Take again the 
following statistics of a number of the most important articles 
at various towns. (See Table on next page.) The prices are 
, : , given in silbergroschen and pfennigen in Dr. EngeFs tables, 

7 ' bxit the proportions will be sufficiently indicated by the 

figures. 

Dr. Engel’s tables give prices at other towns in each of the 
different provinces, the naked statistics being presented in all 
cases without theory or comment. The war in Prance may 
probably have disturbed the markets in the towns nearest 
the military operations during the latest period for which the 
official statistics are published, and the militaiy element is one 
which we shall have to notice again as one of the conditions 
besides the new gold afiecting the movement of prices in 
Europe. But it by no means accounts for the inequalities, 
as is evident from the statistics of a number of years before 
the war. Going hack, for instance, to 1865, we find butter 7d, 

- ' a pound at Neidenburg, lOt?. at Thorn, in the same eastern 

province, and Id^cL at AixJa-Ohapelle, at the extreme west of 
the kingdom. The value of money, in short, is a local affair, 
even in Prussia, though one of the most advanced countries in 



* Zeitsehrift des Kmiglich TmmisGlim Statktiohen Bureaus, Elfter Jahrgajig, 
1871, See also tlie statistics of prices in tlie volume published in 1867, 



AYERAGE ERICES lE THE HARYEST YEAR AEGEST 1, 1870, TO JEIY 31, 1871. 
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Europe, and one of the best provided with internal communica- 
tions. Some of the differences are partially accounted for by 
differences in the fertility or in the harvests of different regions. 
Grreat fortifications, as at Cologne, Ooblente, Mayence, Eohigs- 
berg, Dantzig, and Stettin, obstructing the growth and business- 
of towns, and raising the rents of houses, occasion other di- 
versities. Other local causes affecting supply or demand were- 
recently assigned on the spot at other places in reply to my own. 
inquiry. But if special local causes alone were at work, the rise' 
in some localities would be attended by a fall in others, because 
the same sum of money , cannot be in two places at once, and if 
part of the money previously current had been drami off to new 
localities, , there would he less left in the old ones; whereas- 
we find a higher range of prices than formerly everywhere 
throughout Germany, though the differences are surprising. 
In Germany, as in England, comhinations and strikes are now 
often referred to as the chief cause of rise in the present year in. 
the prices of many things, and of the greater cost of living at 
particular towns. But this explanation fails to account for a 
continuous rise of prices for twenty years before strikes or 
^combinations (which are of very recent appearance in Germany) 
were heard of ; nor could a rise of the mass of commodities take' 
place without either an increase in the money demand, or a 
diminution, which is not pretended, of the supply. A rise in 
money wages at the expense of employers may cause a change 
in relative prices, and a rise of things produced mainly by labour,, 
but in that case things produced mainly by fixed capital, and 
whose price consists largely of profit, would sustain a corres- 
ponding fall. An altered distribution of money to the advantage’ 
of the working classes, again, would lead to an increased expendi- 
ture on their part ; their comforts and Inxnries might accordingly 
rise. But this in turn would be met by a corresponding diminu- 
tion of expenditure on the part of other classes, and a correspond- 
ing fall in some articles. A fall in the house-z’ents of the middlo 
classes, for example, would ensue, whereas what is particularly 
complained of is a rise. The payments of Erance, on account of 
the war, are in some places spoken of as one cause of advanced 
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prices in the present year. The chief part of the money coming 
from that source seems, however, as yet either to have been 
withheld fi’oin oiroulation by the Grovernment, or to have been 
expended west of the Ehine, in Alsace and Lorraine ; and in any 
^case those payments afford no explanation of the continuous 
advance of prices before July? 1871, the last month to which 
Dr. Engel’s statistics come down. There are, I must allow, 
anomalies in German prices which remain inexplicable to me 
after much recent local inquiry ; but some general results of 
importance seem to emerge beyond doubt from their examination 
in a number of different places. 

The lesson, it is true, which investigation of facts impresses 
more and more on one’s mind is distrust of economic generaliza- 
tions; still they are of use if we are careful both, as far as possible, 
to cover under them only the proper particulars, and also to use 
them as guides to, instead of as concluding, inquiry. A general- 
ization which may he advanced with reference to the present 
subject is that, in the first place, a much lower scale of the prices 
of land, labour, animal food, and other main elements of the cost 
of living to large classes, will usually he found to prevail in 
places without steam communication than in places similarly 
situated in other respects, hut possessing railways or steam 
transport by water ; in the next place, among places possessing 
steam communication, a considerably higher scale of prices of 
the staples referred to will for the most part be found in those 
which are centres of industrial or commercial activity or of 
foreign resort than in such as are of a stationary or colourless 
character; and, thirdly, as a general rule, there is a marhed 
tendency to a higher elevation of i)rices in Germany as we travel 
from east to west. Hence Germany may be roughly divided 
into four monetary regions :— (1) j)laces in arrear of the world’s 
progress in respect of their means of locomotion as in other 
respects; (2) places communicating by steam with good markets, 
but not themselves the sites of muoli enterprise, or possessing 
any special attractions ; (3J places which unite the best means 
of communication with local activity, or considerable resort from 
without; (4) among places fallina' within thA Ibef - 
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i-igher; scale of rents, wages, the price of animal food and other 
essentials will be found, eceteris paribm^ in those which lie 
nearest the traffic and movement of Western Europe. Of the 
effect of the want of steam communication the reader may 
observe an example in the comparative prices given above, 
Neidenbui’g on the one hand, without either railway or steam 
transport by water, and Thorn on the other hand, in the same 
province, seated both on the Vistula and on a railway. Again, 
for an example of the lower range of prices in comparatively 
stationary places, though well provided with means of locomotion, 
than in centres of industrial activity, compare prices, stated 
above, at Munster, in Westphalia, with those of Dortmund and 
Bochum, in the same province, but among the busiest spots in 
the Euhr Basin. For an illustration, lastly, of the ascent of 
prices as we move westward in Q-ermany, compare prices in the 
chief towns of the province of Prussia with those of Saxony and 
Westphalia, and these again with the prices of Aix-la-Ohapelle, 
on the borders at once of Belgium, Holland, and Prussia, and 
on the high road to Prance and to the English Channel. This 
upward movement of prices as we move westward seems to be 
connected both with proximity to the best international markets, 
the increase of the manufacturing element and of industrial and 
commercial activity, and also with a third condition, itself not 
remotely allied to the two others — namely, the influence of 
education. In the two most eastern provinces of the kingdom, 
Prussia and Posen, it appears that above twelve per cent, of the 
recruits annually enlisted are unlettered; in Brandenburg, 
Saxony, and the Ehine Provinces, the percentage of unlettered 
recruits is considerably below one per cent. One discovers 
some correspondence between this scale of education, and the 
following scale of the average prices, in the decade 1861 - 70 , of 
towns in the different provinces, from Dr. EngeFs statistics : — . 


Province, 

Wheat, 

Rye. 

Barley. 

Oats. 

Peas. 

Pota- 

toes, 

Butter. 

Beef. 

Pork, 

Hay. 

Straw. 

Prussia , . , 
Posen ... 

Brandenburg . 
Saxony; ■ . . , 
Westplialia . 1 
liMne I’rovince | 

8i.li 

79-7 

83-7 

83.3 

91.8 

93-6 

53*11 

55*8 

59.11 
64.7 
69.1 

67.11 

41.7 
44*10 
: 47*4 1 
51 * 3 . 
57*7 ' 

56.9 ■ 

30,4 

3^*8 

34*1 

33*8 

38.7 

35.6 

59.2 

58.5 

73.2 
79*3 
88.4 
90.10 

20.4 
15*3 
18,10 

21.4 

29*3 

27. ID 

7.11 

8.7 

9*8 

9*7 

8,9 

9.5 

3*7 

3.10 

' 4 * 7 '" 

4.9 

4.8 

5*3 

4*8 

4.10 

5*2 

5.4 

i 5*5 
5*11 

24. 8 

25.7 

27 * 7 : 

; 36.2 

! 

37.3 

188.8 

104.2 
249.0 

234.2 

1 282.2 
; 275-4 
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The Mglier range of prices in Western Germany, in short, 
springs from the greater abundance of money where business 
and traffic are best situated and most active, the manufacturing 
element furthest developed, and general intelligence highest. 

^Knowledge, industrial energy, the value of land, labour, and 
time increase, and the commercial and money-mahing spirit 
becomes keener, for better for worse, as communication with 
the w^ealthiest and busiest countries of Western Europe becomes 
closer, and the German approaches the principal lines of western 
traffic, travel, civilization, and money* expenditure. 

Those who are conversant with the theory of the interna- 
tional distribution of the precious metals, expounded by Mr. 
Senior and Mr. Mill, may find evidence in the local prices of 
Germany that the principles which govern the partition of the 
world’s currency among different countries, and the scale of 
international f)rices, apply also to the distribution of a national 
currency and the comparative prices of different places in the 
same country. The more efficient, productive, and valuable the 
industry of any country, or of any locality, and the cheaper 
and faster its produce can be carried to the hest markets, the 
higher will he the scale of ipeouniary earnings and incomes, and 
the higher consequently the prices for the most part of things 
in great demand, such as labour, land, and fresh animal food, of 
which the supply is limited, and which make a great figure in 
the cost of living. The producers for the foreign market get 
higher profits and wages; money flows in from abroad, and 
producers for home consumption, though no such nice equality 
of wages and profits as hook theorems assume really -exists, earn 
more than can be earned in less active and less advantageously 
situated places. If Yorkshire cloths and Lancashire cottons, 
carried by steam, could be made to suit the Oonvenienoe and 
taste, and awaken a demand on the part of the whole population 
of European Bussia and Asia, what would follow with respect to 
prices in England ? Yorkshire and Lancashire would have a 
larger claim on the money of the world ; there would be a rise 
in Yorkshire and Lancashire wages and profits in general, 
though hy no means in the exactlv eannl rn.fm xrrU.vu • 
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fictions assume for wages and iDrofits tliroiigbout the whole king- 
dom; hoth the working' classes and their employers would have 
more to spend, and the comforts and luxuries of both, of which 
there was not a proportionately increased supply forthcoming,, 
or not without additional cost, would advance in price* So in'- 
Grermany, although one cause of prices being higher in places- 
of great industrial activity or resort than in more purely agri- 
cultural or less frequented localities, may be that the supply 
needed, or part of it, must be brought from a greater distance, 
yet the principal cause is the difference of money demand and 
expenditure. The great rise in the cost of living at Berlin in 
the last year and a-half sj^rings in the main from the fact that 
Berlin has become the capital not merely of Prussia, hut 
of Germany, its political, intellectual, and financial centre. 
Hence a great influx of capital, people, and money, a great 
activity of business, an extraordinary demand for houses, build- 
ing materials, and labour, an exorbitant rise in the prices of 
things into which they enter as principal elements, and a con- 
dition of the labour market which enables workmen in some 
trades to exact what are thought by employers exorbitant 
terms. The same monetary phenomenon presents itself like- 
wise in small towns, which situation and local advantage have 
made places of much resort. At Heidelberg, for instance, I 
was lately told by a resident, who is a high authority with 
respect to German prices, that the cost of living to persons of 
moderate income, though rising many years before 1866 , had 
advanced fifty per cent, since that date, and is still advancing, 
the main proximate cause in the last twelve months being the 
exactions by the working classes, in one trade after another, of 
a great advance in wages. But Heidelberg lies on the high road 
of travel, and almost at the intersection of the principal lines of 
European railway communication ; it is one of a ring of towns 
of much resort, and itself possesses speciarattractions ; the de- 
mands for higher wages have been grounded on the rise^of 
commodities, and the increased pecuniary expenditure, of which 
the higher wages and prices afford proof, could not be forth- 
coming without a more plentiful circulating medium. 
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The comparison of local prices in Grermany reconciles in 
principle two seemingly opposite theories respecting the in- 
ternational movement of prices consequent on the, new gold 
mines, though neither theory is quite in accordance with facts. 
According to one theory, prices should have risen earliest and 
"most in the countries whose industrial efficiency and whose 
means of communication were furthest advanced, and therefore 
more in England than in Germany or France. Another theory 
is that steam communication equalizes prices, raising them, 
therefore, most where they were formerly lowest, and therefore 
most in what formerly were backward and cheap countries and 
localities. Each theory contains a measure of truth, hut the 
first overlooks the rapid diffusion of industrial inventions, 
activity, and improvements in transit, the consequent changes 
in the distribution of money and in the relative prices of dif- 
ferent countries and different localities in the period of the new 
gold; while the second exaggerates the equalizing influences of 
steam locomotion. The real movement of comparative national 
and comparative local prices has not been a general equalization, 
nor as yet even a tendency towards it. What we find is, not a 
uniform elevation of the whole level, but the rise, as it were, of 
a great number of monetary peaks of different altitudes — a rise, 
that is to say, at a great number of points in continental countries 
to or near to the highest ranges in England, and again at a still 
greater number of other points, to altitudes considerably below 
the pitch reached at the points of highest development, but 
much above the level of places without improved communication. 
Railways and steamers are said to equalize prices ; and so they 
do, creating equalities and tendencies to equality of two kinds. 
They tend to raise prices at many of the most advanced places 
on the Continent to, or nearly to, a par with those of the principal 
English markets, and again, to bring prices in previously i’emote 
and cheap places up towards the range generally prevailing 
along the lines of steam transport. But they also create new 
inequalities, and these, too, of two kinds. They raise prices at 
places obtaining the new means of communication above the 
range prevailing at places obtaining no similar advantage ; and' 
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again, they concentrate capital, business, and money expendi- 
ture plethorically, as it were, at particular spots with peculiar 
natural resources or adyantages of situation, and thus elevate 
prices enormously there at a time when an unwonted ahundanoe 
of money is in the world. Improvements in locomotion develop 
the resources of the world, hut the resources of different countries 
and of different localities are unequal, on the one hand, and the 
new means of locomotion develop their actual resources unequally, 
on the other hand, because not equally distributed. It is not,, 
w'e must remember, the mere acquisition of means of rapid 
communication that raises money-earnings to the -highest point,, 
or that makes the greatest change in habits of expenditure and 
the pecuniary cost of living; w^hat does so is the ingress of 
wealth, enterprise, and outlay, the generation • not only of 
opportunities for pecuniary gain, but also of the habit of taking 
advantage of them, the influx not only of money, but also of 
the money-making spirit, the creation of a custom of looking, 
not for customary prices, but for the highest prices to be got for 
everything, every inch of ground, every trifling exertion, every 
minute of time ; while, at the same time, the habits of consumers 
naturally become costlier as their incomes as producers become- 
larger. So far are railways and steamers from diffusing these 
causes of extraordinary pecuniary gains and extraordinary prices 
equally throughout all the regions they traverse, or even all the- 
places they actually touch, that they often draw capital, business, 
and money, not to but from places on the very lines of steam 
communication to others with greater advantages. Even at 
spots whose position and opportunities are such that the money- 
making spirit, the habit of seeking the utmost price, and the- 
organkation often necessary to obtain it, might be expected to 
develop themselves at once, they sometimes do not do so for 
years. In a district, for example, where the bulk of the 
inhabitants are owners of land, growing chiefly for their own 
consumption, they may not be tempted immediately by the offer 
which a new railway makes of high prices at a distance to send 
their produce to market. People are often reluctant to change 
their ways of life, even where they would be great pecuniary 
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gainers. A few weeks ago, at a plaoe in the Ruhr Basin, 
which must soon be absorbed in the whirl of industrial 
activity round it, but where life is still comparatively cheap, 
tranquil, and old-fashioned, an hotel-keeper answered the 
question, whether there were any great factories or industrial 
^establishments yet, — ‘ No, thank God ! ’ It must be confessed 
that the new movement does not always add to the comfort or 
happiness of the district it invades. Take those little hamlets 
which one sees from time to time nestling in a ravine on the 
side of one of the low mountains of Siegerland, where every 
householder has his twenty acres of land, his share in a wood, 
his three or four cows, his pig, and perhaps a few sheep, whose 
own land produces his food, and the sale of whose wood supplies 
all his other wants. The mountain has ribs and bowels of iron ; 
tall chimneys and high prices will soon rise at its base; the 
peasant may find that his wood buys less than before ; he may 
descend from the rank of a landowner to that of a labourer, and 
perhaps be tempted to begin a new, anxious, and uncertain 
career in a tovm. But there is another side of the picture. 
The progress of industrial and commercial activity is inseparably 
bound up with that of science and art, as both cause and effect ; 
and it is the chief of the agencies which, by a number of 
influences, direct and indirect, are elevating at last the condition 
of the toiling masses of Europe in one place after another. 

The movement in place of prices in Germany, or of com- 
parative local prices, is obviously connected with the movement 
in time, or the comparative prices of different periods, and 
therefore with the question concerning the changes in the 
value of money since the new mines were disco vered, or the 
gold question. With a view to the solution of a different 
though closely related question, to which we shall have to recur, 
and which the title of his Essay explains,’^ an eminent German 
statistician has recently published an elaborate analysis of the 


^ Welche llVaaren werden in Verlaufe der Zeiten immer tlieurer ? [WHat com- 
iii,odities l^ecome constantly dearer in the lapse of periods of time ?] Btatutisohe 
Btudim zur GescMchte der Yon Dr. E. Laspeyres. Tubingen, 1872. 
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prices of 312 commodities from 1846 to 1865 in the market of 
Hamhiirg. Among the results is a classification of the 312 
commodities in eleven groups, with the comparative prices of 
successive quinquennial periods indicated in the following Table, 
in which the prices of the first period, 1846-50, are represented 
by 100:-~ 


Group. 

Class of Commodities. 

Number of 
Commodities. 

Fix'e 

years, 

1846 

to 

1850. 

Five 

years, 

1S51 

to 

x 855 - 

Five 

years, 

1S56 

to 

1800. 

Five 

years, 

1S61 

to 

1S65. 

Fifteen 

years, 

1851 

to 

1865. 

I. 

Products of South 
European plants — 
wines, fruits, &c. . 

23 

100 

121 

143 

136 

133-7 

n. 

Agricultural products 
of Central Europe — 
corn, peas, beans, 
&c., ..... 

41 

100 

122 

133 

12s 

127*8 

III. 

Hunting and fishery 
products, . , . 

19 

100 

116 

135 

131 

127-8 

IV. 

Products of sylvicuL 
ture, ... . , 

17 

100 

109 

113 

160 

127-2 

' V. 

Produce of European 
cattle-rearing, . . 

29 

100 

113 

137 

125 

124*1 

VI. 

Edible Colonial pro- 
ducts, . ♦ • • . 

44 

100 

no 

125 , 

1 

129'- 

121-8 

VII. 

Non-edible Colonial 
products, , . . 

44 

100 

105 

1 

115 

■ J 

123. 

114-0 

VIII. 

Fibrous manufactures 1 
— linen, woollens, I 
spun silk, &e,, . , 

12 

100 

102 

107 ! 

127 

' 112*2 

IX. 

Chemical manufae- 
' tures, . . . , , 

40 

100‘ 

111 

117 ' 

102 

109*9 

, X , 

Mineral and metal 
manufactures, . . : 

■ 22'^ 

100 

107 

111 

101 

106*4 

XL 

Products of mining 
and smelting— -coal, 
iron, &c., . . . 

24 

100 

107 

lOS 

97 ' 

.1 

104*1 


' » .■ ■ ■ 

312 [?] 

100 

1U;2 

122-1 

123-3 

118*98 



345 


Prices in Germany in 1872 . 

' 14 however, the reader examines the prices of the particular 

■articles compzised in the eleven groups, he will find that the 
■average prices of the groups do not show the real rise, the 
.greater number of the more important commodities having 
risen much more in the period subsequent to 1846-“50 than the 
"' ■averages indicate. Unfortunately, too, the table stops at the end 
-of 1865, while a great rise in some commodities has taken place in 
subsequent years. Group xi. in the table shows, in fact, a fall 
in coal and iron in 1861-65 compared with 1846-*50, whereas 
those great staples are now at extravagant prices in Germany 
^as in England. The statistics presented by Dr, Laspeyres^ do 
not enable us to make any close comparison between the 
movement of prices at Hamburg and at London, but so far as 
they go they indicate a considerably greater rise at Harnburg 
■since the discovery of the new mines. On this point, it seems 
to me that the reason assigned by Dr. Laspeyres for a greater 
rise of cereals, &c. (group ii.), at Hamburg than at London, 
namely, that England has derived greater benefit than Germany 
from improvements in transport and free trade in corn, hides 
the real distribution of benefits. Impi'ovements in transport 
■and trade tend to raise the pecuniary value of raw produce 
exjported to the benefit of producers in the exporting countries, 
and to lower the price in the importing countries to the 
benefit of consumers. But Germany is an exporting, England 
.a great, importing country in the matter of corn, Germany 
being, in fact, one of the sources of the English supply. Dr. 
■Carl Enies, the eminent professor of political economy at 
HeidelbeVg, pointed out in an essay on the ‘Dejpreoiation of 
Money ^ in 1859 that there were causes tending to a greater 
rise of prices in Germany than in England. / First and fore- 
most,^ he observed, ^ among the agencies creating important 
-changes in prices come railways, diminishing the differences in 
the local values of money, by causing its . influx into places 
where prices were low from places wFere they were high. 
'Germany may be classed among the former, England among • 



* See p. 58 of Ms Essay . 
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the latter. At a time when a general fall in the value of money 
is taking place in consequence of the abundance of gold, the 
change is diminished in England and auguinented in Germany 
by the change in the movement of money.’ But the same 
movement which has given Germany railways and steamers 
' has given it steam for manufacture and mining as well as for 
locomotion, and all the mechanical and chemical inventions of 
England and France in addition to its own. If we add great 
legal and administrative reforms removing obstacles to production 
and trade, and the spread of education, we may see reason for 
greater relative progress and a greater relative increase of pecu- 
niary incomes in many parts of Germany than in England, 
though the actual scale of incomes and prices may still be higher 
in England. The prices of Hamburg, it should be added, must 
not he taken as representing the movement of prices throughout 
Germany, where the real movement is made up of a number of 
different local movements. Hamburg, long one of the chief 
seats of German trade, has advanced much less in respect of 
industriar activity, means of communication, wealth, 'and the 
increase of money, than many other towns which have come to 
the front in the last twenty years. Dr. Engel’s tables supply 
some additional information, showing, for example, the average 
prices of some important commodities in the chief towns of each 
province of Prussia in the two decades 1841-50 and 1861-70 
respectively, (See Table on preceding page.) 

If, however, we compare the average prices of 1861-70 
with those of the immediately preceding decade 1851-60, we 
find that while the rise in butter, tallow,' beef, pork, hay, and 
straw, has been a continuous one, wheat, barley, oats, peas, and 
potatoes were, on the contrary, on the average of years, higher 
in the decade 1851-60 than in 1861-70, The articles, how- 
ever,, which have risen eonti^uously are much better measures of 
the purchasing power of money in Prussia than those which 
ranged higher in the first decade of the new gold period than 
in the second, above the prices of 1841-50. The prices of 
butter, tallow, beef, and pork, are taken on a more uniform 
system throughout the different markets of the kingdom than 
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those of the other articles. The seasons produce miich more 
•violent fluctuations in grain and potatoes than in animal food ; 
and animah food is both a much more important item than 
bread and potatoes in the economy of the middle and 'wealthier 
classes, and one better adapted to test andncreased expenditure 
on the part of the working classes — butter especially, on which 
the working classes in the mining and manufacturing 'districts 
at least of Prussia spend much more than on meat. Not to 
encumber our pages with too many figures on one hand, and 
because, on the other hand, butter, of all the articles in Dr* 
Engehs statistics, affords the best criterion of the movement of 
prices and the cost of living, let us take the price of that article 
during a succession of years at various towns; the year 1841 
affording, as Dr. Engel’s tables show, a fair standard of pre- 
Calif ornian prices for comparison : — ‘ 


Price OF THE Poxtxh of Butter ix Pfennigeh. 


1 

Yeah. 1 

f 

rg ' 

tiO 

1 

M 

: 

■ 

■ cd ■■ 

P 1 

Posen. 

Stettin. 

Berlin. 

Breslau. 

fci> 

pf 

rO 

’*0 

s 

s 

Cologne. 

oi 

0 

■ <3 . 

< . 

1841 

73 

71 

70 

96 

84 

64 

81 

64 

75 

75 

1851 

71 

72 

70 

88 

84 

78 

89 

60 

68 

67 

' 1852 

80 

80 

84 

95 

86 

90 

89 i 

64 i 

77 

93 

1854 

90 

91 

101 

100 

91 

93 

■! i 

97 

75: 

So 

96 

1855 

95 

103 

106 

no 

91 

98 

104 

82 

93 

100 

1856 , 

101 

110 

104 

113 : 

112 

97 

108 

85 

102 

112 

1867 

i ^ 

104 

102 

117 

120 

102 

ns 

88 

113 

' 129 

1859 

: 103 

101 

98 

107 

119 

90 

109 

80 

109 

130 

1860 

' 92 

' 95 

88 

104 

108 

82 

95 

75 

91 

111 

1862 

106 

106 

107 

125 : 

111 

94 

111 

89 

no 

h24 

1863 

105 

107 

109 

120 

1 114 

102 ; 

108 

73 

104 

122 

1864 

104 

105 

no 

120 

117 

110 

114 

87 

ns 

128 

1865 

no 

112 

116 

125 

118 

113 

120 

92 

125 

137 

1870 

111 

: ■ ■ 1 

118 

128 

132 

124 

115 

140 

105 

134 

161 
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These statistics exhibit, amid some curious irregularities, a 
continuous rise at all the towns in the list, but a much greater 
rise at Aix-la-Ohapelle, where the price has more than doubled, 
than at Konigsberg, where the rise is a little more than 60 per 
cent. We have, however, no statistics of places where the rise 
has been greater : places, that is to say, which before 1850 had 
neither railway communication nor industrial activity, and 
which now are in the front rank with respect to both. Aix-la- 
Chapelle was a considerable town, and had the advantage of 
a railway before the discovery of the new gold mines ; but 
there are now mining and manufacturing centres which twenty 
years ago were not to be found on the map, and it is in such 
places that the scale of wealth, wages, rents, and the prices of 
animal food, has changed most. 

Dr. Engehs statistics do not come down to the present year 
but Mr. Scott^s report on f the condition of the industrial 
classes, and the purchase power of money ’ in Wiirtemberg, 
supplies figures showing a continuous rise in that part of 
Germany since 1850 : — ■ 


Commodities. 

April, 1870. 

Ai)ril, 1872. 

Beef, . 

Qd, 


Pork, 

Qd, 

Id. 

Yeal, , . 

^Id^ 

6id. 

Butter, , 

lid. 

10-H- 

Milk, 


3,R 


The recent advance in these articles has, I am assured, been 
greater in some parts of Germany, though I am not enabled to 
authenticate the results of personal inquiry by official statistics. 
It is^ore important to note that no statistics exhibit the real 
increase in the cost of living in many German towns, since 
they do not exhibit the increase of town wages and house-rents,, 
and of the retail prices of many things into which wages and 
house-rent enter as principal elements. The practical 'change 
in the value of money varies, of course, for different classes and 
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different individuals, according to tlie course of their habitual 
expenditure, since some things have risen more than others, 
and some, both imported and manufactured in the country, not 
at all. The classes who seem to he least affected by it as 
consumers, are those who have no wages to pay, while their 
own wages have risen considerably, and who have often a 
cottage, a garden, and cow of their own. The classes with 
stationary incomes, in whose expenditure house-rent, animal 
food, and the wages of servants, form the chief items, are, of 
course, the chief sufferers. 

On the whole, it is evident that there has been a great 
change in the value of money in Germany in the last twenty 
years, though it has been different in different localities, and 
we have no such array of statistics as would be necessary to 
determine the exact amount of the fall in any locality. Still 
less can we determine exactly the share of the new gold mines 
in the fall. There were causes tending to raise juices in 
Germany, though no new mines of extraordinary fertility had 
been discovered. One cause, altogether distinct from the mines 
in its nature, though indistinguishably associated with them in 
its operation, is the improvement in the industrial and com- 
mercial position of the Germans. In a country which has gold 
mines of its own, the production of gold depends partly on the 
powers and skill of the miners, and partly on the fertility of the 
mines. Let both the efEoieney of the miners and the produc- 
tiveness of the mines largely increase, and there will be a vast 
increase in the production of gold; but it will be impossible 
to say how much is due to the miners, and how much to the 
mines. Foreign trade, as economists put it, is the gold mine 
from which nations without actual mines of their- own get their 
gold, and the fertility of -the foreign mine and the efficiency 
of the Germans who work at it have increased together.- 

Both causes together, nevertheless, fall short of explaining 
the changes in German prices. Two other sets of causes have 
been at work at the same time: one augmenting the amount 
of the circulating medium and the rapidity of its circulation, 
the other affecting the supply of some of the chief articles on 
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m. V ' : 

■wHoli tlie cost of living mainly depends. The improvements 
in locomotion and in commercial activity which have so largely 
augmented the money-making power of the Germans, have 
also quickened prodigiously the circulation of money; and the 
development of credit, likewise following industrial progress, 
has added to the volume of the circulating medium a mass of 
substitutes for money which move with greater velocity. You 
nan send money by steamer and railway, but you can send cmdit 
by telegram, and a new million at New York may raise prices 
in a few hours at Frankfort and Berlin, A much smaller 
amount of money than foi’merly now suffices to do a given 
amount of business, or to raise prices to a given range; and to 
the increased amount of actual money now current in Germany 
we must add a brisk circulation of instruments of credit. It is 
true that some of the principal means of substituting credit for 
] ' coin, and economijzmg the use of the latter, have little or no 

i operation in Geimany. Cheques, strange to say, are hardly in 

use, and there is no Clearing-house. But there is a mass of 
bank-notes; and bills of exchange, for very small as well as 
for large" amounts, pass from hand to hand among people in 
business almost as freely as bank-notes ; the same bill making 
•often a great number of purchases before it reaches maturity. 
The transactions are, of course, liable to be reopened if the bills 
be not met in the end, but otherwise they answer as payment 
i in cash. A small proportion of coin thus supports an immense 

volume of circulating credit. Were the circulating medium 
composed of coin alone, whatever the amount of the precious 
metals issuing from the mines or circulating in other countries, 
whatever the price of German commodities in the gold market 
abroad, no rise of prices of German commodities at home could 
take place without additional coin enough to sustain it. It 
mig]^t be the conviction of people in business in Germany, 
that, looking to international prices, and the relative cost of 
production of German exports and other German commodities, 
prices generally ought to be double their former amount ; yet, 
in the absence of instruments of credit, only a doubled quantity 
of coin, or a doubled rajudity of its circulation, could actually 
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cIoiLl)le prices, and give Grerman labour and productions their 
due value in relation to money. But, when credit comes in 
as a suhstiiute for coin, it may, with a small proportion of 
money as a support, raise prices at homo to the pitch which 
equal amounts of labour and abstinence fetch in the foreign 
market. 

There has, then, been a plurality of causes, besides the- 
increased quantity of gold in the world, augmenting what for 
shortness we may call the money demand for German commo- 
dities — the increased industrial and commercial powers of the 
Germans, the more rapid choulation of money, and the rapid 
augmentation of the circulating medium by a volume of credit. 
But the question of prices is a question concerning the supply 
of commodities no less than the money demand. An increased 
money demand does not of necessity raise the prices of commo- 
dities. That depends on the conditions affecting the supply of' 
each class of thing, for which there is a greater money demand. 
A nation lilce the United States, possessing a vast territory of 
prodigious fertility, might, with peace and free trade, see the- 
prices of almost all things falling in the markets of California, 
itself. An important class of considerations, connected with 
the rise of prices in both Germany and England, is contained 
in the question Dr. Laspeyres has raised : tWhat commodities 
become constantly dearer in the lapse of periods of time.?^' 
Adam Smith has given an answer which at least points in the 
right direction, if it involves an erroneous distinction between 
corn and other sorts of rude produce in the ease of old countries 
which do not import the former : Vlf you esoept corn and such 
other vegetables as are raised altogether hy human industry^ 
all other , sorts of rude produce—oattle, poultry, game of all 
kinds, the useful fossils and minerals of the earth, &c. — 
natixrally grow dearer as the society advances in wealth- and 
improvement/ Among the sorts of rude produce particularly 
referred to by Adam Smith in his elaborate exposition of the 
subject as naturally growing dearer in the lapse of periods of 
time is wood, and German statistics afford an illustration. In 
Professor Ban’s ^ Grundsiitze der Yolkswirthsohaftslehre/ the- 
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following prices of a given, measure of the same wood at 
Wiirtembergj in successive periods, are given 




FI. Kr. 

1640—1680 

. . . ■ 

. . 0 37 

1690—1730 

. 

. . 0 57 

1740—1780 

. 

2 14 

1790—1830 

. . 

. 8 22 


Dr. Engel, again, gives statistics which shpw the conti- 
nuous rise of carpenter's wood in another part of Germany 
■since 1830 


Carpenter’s "wood per klafter, 
in silbergrosohen, 


1830. 1840. 
50 75 


1851. 

102 


1860. 1865, 

130 180 


Of course, the rise in price of things which grow naturally 
dearer in the progress of society is enhanced by any sudden 
increase of money and fall in its general value, and it then 
becomes impossible to apportion the influence of the different 
agenoies— increased consumption with growing scarcity or 
greater cost of production on the one hand, and greater abund- 
ance of money on the other. Every artificial obstruction to 
the supply of important commodities inflicts an aggravated loss 
on those whose money incomes remain stationary while money 
is falling in value. The rise in the price of animal food in 
Germany, where there is a wide distribution of landed property 
and a simple system of land transfer, may he ascribed mainly 
to natural causes ; and a large part of the German population 
are either gamers by it as sellers, or unaffected by it as pro- 
■ducers for their own consumption. It is otherwise in a country 
like England, in which laws in the supposed interest of an 
insignificant number limit the supply of land in the market, 
■diminish its produce, and make food unnaturally dear. The 
gold question has added enormously to the importance of the 
land question in England, and the classes with fixed incomes 
are especially concerned in both. 

Persons with stationary incomes in this country are, as it 
were, between several fires. They suffer from high prioeSj^ 
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whether they spring from ahtindanee of gold, from natmaC 
dearth of commodities, or from the increase of popnlation and 
wealth. They suffer along with other classes, and the pros- 
perity of other classes is a calamity to them. The main re- 
sources they had to look to on the discovery of the new gold 
mines were reforms in the laws relating to land in their own 
country on the one hand, augmenting and cheapening the- 
produce of land, and industrial and economical progress in 
other countries on the other, assigning to these the principal 
share of the new treasure. Of all parts of Europe, England 
is that in which the fall in the value of money, measui^ed in 
commodities — I do not say measured in labour — ought to have- 
been least sensible, on account of the nature of its imports, 
the natural cheapening of manufactures, the improvements in 
husbandry which legislation might have indirectly effected,, 
the example which all the rest of the civilized world had 
set with respect to land laws, and the immense demand for 
the treasure from the new mines which peace, libertj^, industry, 
and trade might have opened up in other countries to cir- 
culate a vast increase of produce at much higher pecuniary 
value than remoteness and poverty have hitherto allowed them 
to hear. The new area in Europe, not to speak of Asia, 
which civilization would open for the employment of new 
money is enormous. The inequalities in the local prices of 
Germany, the rise in its most progressive localities, the com- 
paratively low prices in its backward localities, point to one 
of the chief outlets to which people here, with fixed incomes, 
might have reasonably looked for the absorption of the new 
gold. Low as prices still are in many places in Germany, 
they are lower over great districts of Austria, and yet lower 
over the greater part of Russia, two countries, moreover, 
where inconvertible paper currencies resist the circulation of 
the precious metals. 

As matters stand, the increase of money in England has 
far outstripped the increase of some of the most important 
commodities. And when one reflects that the money comes 
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from a new world of peace and liberty, in which production 
ncFer flags, while the demand for it in Europe is limited by 
the policy of an old military world, and the supply *01 commo- 
diiieis by the law of an old feudal world, the prospect before 
^those with whom money does not increase with house rent and 
the price of food seems the reverse of encouraging. 
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PEIOES IN ENGLAND IN 1873,^ 

Th^i movement of prices in England is a less simple matter 
than the reasoning of some eminent economists indicates. The 
advance in the cost of living is considerably greater than 
appears from their calculations, and the new gold is but one 
of the causes acting on prices. An attempt has been made to 
measme the effect of the gold by comparing the average prices 
of a number of important commodities duiing the period since 
the new mines were discovered, with the average prices of a 
previous period. Mr. Jevons, who adds rare mathematical 
powers to high economic attainments, has adopted this method; 
but, in inquiries of this land, the truth is seldom reached until 
several methods have been tried, and probable truth only, not 
mathematical precision, is attainable. The method of averages 
fails in several ways. It does not show the real movement of 
prices or the real depreciation of money ; the tables omit some 
of the chief elements of the cost of living; the prices compared 
are wholesale prices, while the purchasing power of an income 
depends on retail prices ; and, by ascribing the whole rise of 
prices to the new gold, this method conceals the material fact 
that the gold is only one of a plurality of causes lately tending 
to raise them. 

A comparison of the average prices of successive periods of 
years may be useful to indicate the total profit and "loss on 
transactions in the periods compai^ed, but is delusive as a 
criterion of the change in the value of money. Suppose that 
in the first decade after the discovery of the new mines prices 


^ Fortnightly Eevimy 1 , 1873 . 
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tad risen twenty per cent., and in the second decade had fallen 
baot to their old level, money at the end of the twenty years 
would he of the same value as at the beginning, yet the average 
prices of the whole twenty years would show a depreciation of 
twenty-five per cent. Suppose, on the other hand, that prices 
had risen steadily during both decades so as to range fifty per 
cent, higher at their close, the real fall in the purchasing 
power of money would he fifty per cent., yet an average would 
show a fall only of twenty-five : that is to say, only half the 
real fall. Take, as exemplifying the second supposition, the 
movement of prices in the sixteenth century, after the discovery 
of the American mines. Prices rose continuously in some parts 
of Europe until money had sunk to a third of its former value ; 
here an average, including the lower prices of the earlier years 
of the movement, would far under-estimate the real depreciation. 
So in England now, if the cost of living to large classes be 
much greater than during most of the years since the new gold 
mines were opened, the average prices of the whole period 
afford no measure of the real diminution in the purchasing 
power of fixed incomes. If house rent, the wages of servants, 
indoor and outdoor, animal food of all kinds, coal, washing, 
many articles of clothing, horses and horse-keep, cost now in 
the aggregate, by a succession of rises, one-balf more than they 
did a generation ago,, a householder would be a good deal out 
in his reckoning were he to measime the present and future 
purchasing power, say of a thousand a-year, by the average 
prices of the past twenty-five years. The avei'ages referred to, 
moreover, omit some of the chief items in the cost of living. 
No account, for example, is taken of the great rise in house 
rent and wages in recent years, nor of the additional charges 
which retailers make to consumers, partly to cover higher 
w’ages, ^shop-rents, and other items in the cost of their own 
business. The recent prices of many important articles, e, g* 
butchers’ meat, have risen far more than prices in the wholesale 
market. The actual increase in the cost of living to large 
classes, therefore, far exceeds the advance shown in tables 
which Mr. Jevons andth© ‘Economist’ have published. The 
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PEIOES IN ENGLAND IN 1873.* 

The moyement of prices in England is a less simple matter 
than the reasoning of some eminent economists indicates. The 
advance in the cost of living is considerably greater than 
appears from their calculations, and the new gold is but one 
of the causes acting on prices. An attempt has been made to 
measure the effect of the gold by comparing the average j)rices 
of a number of important commodities dui'ing the period since 
the new mines were discovered, with the average prices of a 
previous period. Mr. Jevons, who adds rare mathematical 
powers to high economic attainments, has adopted this method ; 
but, in inquiries of this kind, the truth is seldom reached until 
several methods have been tried, and probable truth only, not 
mathematical precision, is attainable. The method of averages 
fails in several ways. It does not show the real movement of 
prices or the real depreciation of money ; the tables omit some 
of the chief elements of the cost of living ; the jpriees compared 
are wholesale prices, while the purchasing power of an income 
depends on retail prices ; and, by ascribing the whole rise of 
prices to the new gold, this method conceals the material fact 
that the gold is only one of a plurality of causes lately tending 
to raise them. 

A comparison of the average prices of successive peiiods of 
years may be useful to indicate the total profit and "'loss on 
transactions in the periods compared, but is delusive as a 
criterion of the change in the value of money. Suppose that 
in the first decade after the discovery of the new mines prices 
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tad risen twenty per cent., and in the second decade had fallen 
hack to their old level, money at the end of the twenty years 
would be of the same value as at the beginning, yet the average 
prices of the whole twenty years would show a depreciation of 
twenty-five per cent. Suppose, on the other hand, that prices 
had risen steadily during both decades so as to range fifty per 
cent, higher at their close, the real fall in the purchasing 
power of money would be fifty per cent., yet an average would 
show a fall only of twenty-five : that is to say, only half the 
real fall. Take, as exemplifying the second supposition, the 
movement of prices in the sixteenth century, after the discovery 
of the American mines. Prices rose continuously in some parts 
of Europe until money had sunk to a third of its former value ; 
here an average, including the lower prices of the earlier years 
of the movement, would far under-estimate the real depreciation. 
So in England now, if the cost of living to large classes he 
much greater than during most of the years since the new gold 
mines were opened, the average prices of the whole period 
afford no measure of the real diminution in the purchasing 
power of fixed incomes. If house rent, the wages of servants, 
indoor and outdoor, animal food of all kinds, coal, washing, 
many articles of clothing, horses and horse-keep, cost now in 
the aggregate, by a succession of rises, one-half more than they 
did a generation ago,, a householder would he a good deal out 
in his reckoning were he to measure the present and future 
purchasing power, say of a thousand a-year, by the average 
prices of the past twenty-five years. The averages referred to, 
moreover, omit some of the chief items in the cost of living. 
No account, for example, is taken of the great rise in house 
rent and wages in recent years, nor of the additional charges 
which retailers make to consumers, partly to cover higher 
wages, .shop-rents, and other items in the cost of their own 
business. The recent prices of many important articles, 
butchers^ meat, have risen far more than prices in the wholesale 
market. The actual increase in the cost of living to large 
classes, therefore, far exceeds the advance shown in tables 
which Mr. Jevons and the ^ Economist^ have published. The 
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living of ilie poorest class (of women especiallj), wlio pay no 
■wages, rarely eat animal food, and whose chief expenditure is 
on bread, sugar, and tea, may, notwithstanding the rise of coal, 
cost no more than formerly ; but, where the scale of expenditure 
ascends to servants, meat and butter every day, and a tolerable 
house, the change for the worse in the purchasing power of 
fixed incomes makes itself more heavily felt than any statistics 
show. 

Free trade created in this country a demand for a larger 
currency; but the chief cause which has prevented a ruinous 
rise of prices in England is that other parts of the world have 
absorbed the bulk of the gold and silver sent into circulation. 
Take a single fact. In the twenty-two years, 1850-<1871, 
inclusive, the imports of gold and silver into British India 
amounted to £235,000,000 ; the amount exported was only 
£27,000,000, and the mints of the three Presidencies coined 
upwards of £145,000,000. In that period, therefore, India 
alone absorbed £208, 000,000's worth of gold and silver for 
currency and other purposes : that is to say, an equivalent to 
two-fifths of the addition made to the stock of the precious 
metals by the new gold mines in the twenty-two years. What 
probability is there that the development of Indian trade will 
be such in the next twenty-two years as to absorb £208,000,000 
more The question forms pai4 of a larger one. What chance 
is there that, for the future, the progress of the rest of the 
world in means of locomotion, production, and trade, will be 
such as to divert from England all but a small fraction of the 
new treasure the mines may yield? 

The international and local distrihution of the precious 
metals in the last twenty years has followed, in the main, the 
path of the industrial and commercial development fiproad. 
Steamers, railways, the rise of manufactoes, the g 3 ;owth of 
trade — internal and external — have caused a prodigious increase 
in the demand of foreign countries for money to carry on their 

^ Sir i^ichard Temple’s able financial statement for 1873---4 sliows tliat in 
1872-3 tbe influx of treasure bad almost ceased. The Mints of Calcutta ami 
flombay 'were in a state of inaction. 
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increased business, and represent tbe rise in both tbe quantity 
and tbe market value of their productions. The same change 
in the distribution of money has taken place over a, great part 
of the world which took place earlier in England itself. Places 
formerly remote, undeveloped, and backward, ill-furnished 
^th both means of locomotion and money, have gained access 
by steam to the best markets, have advanced in both industiy 
and skill, have ceased to be poor and cheap, and have made 
vast additions to their currencies. But many of the foreign 
channels which railways and commerce have created for the 
streams of new money are now full— some full to overflowing. 
Many parts of the Continent, which not long ago were noted 
for cheapness, are now as notorious for dearness and although 
a great part of Europe has yet to he opened up by railways, 
it were rash to assume that the progress made in the nest twenty 
years will be equal to that of the last twenty. The west of 
Europe is already reticulated with railways; the east will 
hardly in two decades overtake the west, and during their 
construction new railways raise the prices of English iron and 
coal, though when finished they find new outlets for money. 
An eminent authority points, indeed, to possible absorbents for 
much of the future gold in the resumption of piayments in 
specie by France and the United States on the one hand, and 
the gold coinage of Grermany on the other. The fact, however, 
which actually confronts us is, that France, the European 
■country which had hitherto absorbed most of the new gold, is 
now driving it from its currency ; and that Germany is exchang- 
ing silver for gold— the silver will be liberated for circulation 
elsewhere — but what we have to look to is, not the amount of 
gold only in the world, but the amount of gold, silver, and 
cred^ together, remembering that a great' rise of prices in 
England can be brought about with a small importation of 


See, as regards Germany, the Essay, entitled ‘Prices in Germany,’ in the^ 
present volume {supra, pp. 332-355). It is greatly to be desired that the eminent 
French economists who have discussed the effects of the new gold mines, M. Che- 
valier, M. Levasseur, and more recently M. Yictor Bonnet, would resume the 
investigation in connexion with later changes of prices in France. 
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specie. Suppose tliat English iron ‘ and coal, for example, sell 
fiffcy per cent, dearer in the foreign market by reason of the 
abundance e of the precious metals abroad, they may sell as 
much dearer in the home market, mainly by an expansion of 
the credit circulation; and other English productions will then 
rise in price. 

Other causes, besides the abundance of the precious metals,. 
haTG raised the cost of living in England. The method of 
averages assumes the new gold to be the sole cause of the rise in 
prices arrived at^ on the ground that ^ the average must, in all 
reasonable probability, represent some single influence acting 
on all the commodities/ But why not a plurality of influences ? 
Mr. Jevons^ own work on coal proves the existence of one 
other cause besides the new gold. Mr. Tooke’s ‘ History of 
Prices ’ supplies a still more decisive example. The high range 
of prices from 1793 to 1815 was ascribed by many persons 
exclusively to the over-issue of notes, and the consequent de- 
preciation of the ciurency. Mr. Tooke demonstrated that the 
main causes of the rise lay in conditions affecting commodities,, 
not money, and that the depreciation of the currency' never 
exceeded 30 per cent., while corn, to take one commodity, 
stood at one time at 177s. the quarter. Mr. Newmaroh has 
done good service accordingly, by insisting from the first on 
an investigation of the conditions of demand and supply affect- 
ing commodities, befox'e coming to any conclusion respecting 
the influence on prices of the increase of gold. By means 
of such an investigation only can we ascertain whether the 
causes of the rise of prices are permanent or temporary, and 
what is more important, whether they are, as in the case of 
coal and animal food, to some extent within our control, or, 
like the fertility of the gold mines, altogether heyond it^^^ It 
should, however, always he home in mind, in speaking of 
demand and supply, that it is only in the shape of money- 
demand that the new gold can ever come into circulation,, 
and that if there be independent conditions of supply and 
demand sufficient to cause a rise of prices, a great addition to- 
the quantity of money in circulation must magnify the rise in 
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proportion. But some reasoners go beyond this. They urge 
that since the demand which raises prices can be no other than a 
money-demand, to trace a rise of prices to an increase of demand 
is simply to trace it to the new gold. A rise of some commodities, 
it has been added, would, but for the new gold mines, have 
"" been compensated by a fall of others, since the total amount of 
money expended would otherwise not have increased. It is 
not soy however. The total expenditure of money will naturally 
advance with the increase of population, though no new sources 
of money be discovered, and prices may rise without any dis- 
covery of more fertile mines. Suppose the population of 
England to grow from twenty to thirty millions, English 
exports and money returns increasing neaiiy in the same 
I’atio, and the average money -income of the population con- 
tinuing at, say, £10 per head. Though individual incomes 
will not rise on this supposition, yet the total money-income of 
the nation will increase with the population from £200,000,000 
to £300,000,000. Suppose, then, that half the income of each 
individual, on the average, is spent on house-rent, animal food,, 
leather, coal, and some of its products, not an acre of land will 
have been added to the island, and house-rents may rise ; meat, 
butter, milk, and some other products of land may grow 
considerably dearer; coal may have to be fetched from greater 
depths or poorer mines at high cost. There may thus be a 
considerable rise in the cost of living, and a coi'responding 
fall in the purchasing-power of fixed incomes, as the conse- 
quence merely of the growth of > poj>ulation. Let new gold 
mines of extx’aordinary fertility come at the same time into 
play— let money-incomes rise on the average from £10 to £15 
per head, and the rise of prices may beggar the classes whose 
inccjpies are stationary. 

Ilie actual situation of matters in England is, then, that 
a number of causes, of which the new gold is only one, 
have raised the cost of living, and that the cause which has 
hitherto diverted from England the chief effects of the new 
gold mines can hardly he counted on. One result with which 
we may be threatened may be exemplified by the fact that the 
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race of scholars in Grermany is said to be in danger of dying 
•ont before the rise of prices and the diminished power of fixed 
incomes* We cannot, however, control the production of gold, 
we cannot hasten the development of foreign countries, and 
thus provide for its absorption* The more need, therefore, to 
do what lies in our power at home to cheek the increasing 
cost of chief staples of expenditure, such as coal and the pro- 
duce of land. Even Lord Derby tells us that the produce of 
land is only half what it should he ; and the hearing of our 
land system on the matter is sufiiciently illustrated by the 
statement in the last Agricultural Eeturns of Great Britain, 
that a decrease of 3,592,600 sheep, or 12 per cent, in the 
whole stock of sheep in Great Britain, took place between 
1868 and 1871, chiefly, if not entirely, through the want of 
irrigation and grass. 

It is not in political economy to tell how the cost of ex- 
tracting coal can be diminished, or how the enormous waste 
of fuel may he lessened. But it might at least he expected of 
economists not to foster extravagant prices by fictions and 
fallacies. The equality of profits is a fiction under which 
producers and dealers are enabled to hide inordinate gains : 
at one time by keeping down wages, at another by charging 
exorbitant prices. The assumption that an omniscient compe- 
tition equalizes profits has done infinite mischief, both theoretical 
and practical, by checking inquiry into the actual phenomena 
of trade, and the real distribution of wealth. The new gold 
itself is a novel condition from which an eminent economist 
anticipates a distux’bance of relative prices and px^oflts for thirty 
or forty years. What sort of equality is that which is liable 
to disturbance for more than a generation by even one of the 
numbeidess changes which industrial progress and discovery 
(to say nothing of political events) are perpetually importing 
into the conditions of tirade In London alone seventy-four 
new trades appear in this year’s Directory, and it may be 
affirmed that before they were added not a capitalist in London 
knew so much as the names of the trades abeady existing. 
How, then, can it he maintained that capitalists are so well 
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acquainted with the situation and prospects of every occupation 
that their competition equalizes profits? The truth is, we are 
almost in total darkness respecting the profits of ^ many long- 
established businesses, and this darkness (which is often the 
cover of exorbitant prices) is due in great measure to an in- 
^ fluential school of economists who have taken away the key 
of knowledge — ^the investigation of facts — which Adam Smith 
and Mr. Mill had put into our hands. 



XXIII. 


THE MOVEMENTS OF AGEIOULTTTEAL WAGES INT 

EIJEOPE * 

The question presenting itself in the Eastern Counties is really 
no mere local question or struggle, no mere trial of the right 
or power of English agricultural lahourei’s to raise wages by 
combination, important and significant as is its assertion. It 
is a particular phase of a movement, or series of movements, 
general over Europe, arising everywhere mainly from similar 
causes, and exhibiting everywhere some similar phenomena, 
along with phenomena due to special causes in particular 
countries and localities. Farmers in the Eastern Counties no 
doubt imagine themselves in presence of an extraordinary 
difficulty. But there have been no combinations or strikes of 
agricultural labourers on the Continent, yet complaints of the 
rise of agricultural wages have been heard for years; it was 
one of the chief causes of the late French EnquMe Agricole ; 
a serious alarm on account of it is now felt in most parts of 
Germany (notwithstanding a recent general fall in the price 
of labour), and in some parts of Belgium. A survey of the 
principal facts in several representative countries may aid us to 
estimate the nature and strength of the forces with which the 
farmei’s in the Eastern Counties have to contend, and to judge 
how far general and permanent, how far local and temporsw? 
causes are at work. The chief reason, however, for the present 
investigation is, that it is not an agricultural labour question 
only which is finding its issue at home and abroad, but one 
connected with all the most important economic phenomena 

^ I^WnighUy Review, Ivcm 187^1. 
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-and proHems of the age, with the course of industrial and 
commercial development in Europe, the amount and distribution 
of money and its representatives, the changes iti prices, the 
movements of population, the new ideas and powers of the 
working classes, and the operation of land laws and systems of 
rural economy ,• though some of these great subjects can only 
be glanced at in the following pages. 

Two not unrelated phenomena in all the chief countries of 
Europe, are a remarkable rise in the money wages of agrioultm'al 
labour in recent years, and prodigious diversities in the rates 
paid in different parts of each country. 

In Belgium, where farm wages had been rising for twenty 
years, they have lately sprung in some districts from 2fr. 50 e. 
to 3fr. 50 c. and upwards. In France, M. de Lavergne estimated 
the general rise in the decade 1855-1865 at 20 per cent., hut 
it was much greater in many places, and continued down to the 
war. Dr. Baur and Baron Von der Goltz put it at 60 per 
cent, in the north of France in the last twenty-six years ; and 
one cannot doubt that the rise throughout the country would 
have been greater, and would he still going on, hut for the late 
war, the drain of money which has followed it, and the uncertain 
state of political affairs. In Q-ermany there are four different 
■classes of agricultural labourers {Biemtleiite^ Gesinde^ EinKeger^ 
and JSamle}^^ and a calculation of the rise in wages is much 
embarrassed by differences in the modes of payment, and 
payments in kind. For the present purpose we need concern 
ourselves only with the earnings measured in money of the two 
classes (called EinKeger and E[auBle)\ the latter haYing cottages 
of their own, and the former being lodgers) who share the 
designations of TageMiner and freie Arbeiter^ day-labourers 

free labourers. Baron Von der Goltz, Professor of Eural 
Economy in the University of Konigsherg, a writer of great 
practical experience, in the new edition of his work on the 
Uerman agricultural labourer’s question, measures in money the 
rise of the wages of the classes of labourers referred to at IQO 
per cent, in the Rhine Province, and from 60 to 60 per cent, in 
the eastern province of Prussia, in the last ten to twentv 
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years.* A table of agricultural wages in the last number of 
the Journal of the Agricultural Society for Ehenish Prussia 
puts the rise in one district at from 75 to 100 per cent, in the 
last four yeai’s, in another district at 200 per cent, in the last 
twenty years, and in a third at 200 per cent, in the last ten 
years. t At Tubingen in Wurtemberg, Dr. Qustay Gohn tells 
me the rate was Is. 2d. a-day in 1850-1855 ; Is. M. in I860- 
1865; Is. 8id. in 1866-1870; and is 25. O^d. in 1874. At 
Wissen, in the Ehine Province, on the border of Westphalia, 
Mr. Wynne, a resident English engineer, states : ‘ Ten years ago 
agricultural wages were Is. 2^d. a«day, measured in money; 
about that time railway works commenced, and they rose very 
quickly. At present they are about 25. a-day — a fall after the 
exaggerated rates of last year/ Mr. White, British Consul at 
Dantzig, one of the best informed and most intelligent English- 
men in Germany, although remarking (April 27) that ‘ the 
price of labour in Germany has quite lately entered into a 
retrogressive stage/ measures the general rise in the price of 
agricultural labour at from 60 to 100 per cent, in the last 
twenty years, and speaks of great alarm on the part of farmers 
with respect to the future. The foregoing estimates are in 
accordance both with facts ascertained by myself in several 
visits to Germany, and with recent inf ormation from authorities 
so high as Professor Nasse of Bonn, member of the Prussian 
Parliament, Mr. W. T. Mulvany of Dusseldorf, J and Herr 
Bueck, formerly secretary to an East Prussian Agricultural 
Society, and now to an important society in Ehenish Prussia. 
It may he concluded from these authentic data that the rise of 
farm wages in some parts of Germany much exceeds the rise, 
according to Mr. Oaird’s estimate, in England. 

A second European phenomenon is prodigious inequity 
in the prices of agricultural labour in different parts of each 

MelMdlHlu ATheiterfrage, -Zweite Auflage, 1874, p. 126. 

t ^&itschrift des landioh'thsGhaftlioJmi Yereim fur Mhempr€imen, Mai, IS74, 
p. 15S. 

t Poriaerly Poor La^ Oommissioner in Ireland, but for many years past the 
chief of great mining and other industrial enterprises in the Puhr Basin and the 
Bhine Proyince. 
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country. In England they varied at the end of 1873, according 
to Mr. Caird, from an average of 12s, a- week in the southern 
to 18s. a- week in the northern counties: these averages, how- 
ever, covering much greater locaL diversities. In 1870 they 
varied from 7s. a-week in Dorsetshire to 22s. in Yorkshire 
^ and Northumberland, and they still vary from H.v. to 25, s% In 
Belgium the actual diversities are thus described in a letter 
from M. Emile de Laveleye : ‘ In the Oampine the rate of agri- 
cultural wages is Ifr. 25 c. a-day in summer, and 1 fr. in 
winter, without food or other addition. This rate extends to the 
environs of Hasselt and St. Trond, four leagues from Lic%e. 
In Flanders the rate is 1 fr. 50 o. ; in the Ardenne it is 2 fr. f50 c. 
In the. coal and metaUurgic basins of Liege, Charleroi, Mons, 
it is from 3 fr. to 3 fr. 50 e. ; and in a commune near Li%e it is 
actually at this moment (May 1, 1874), 3 fr. a-day, and the 
labourer’s food into the bargain,’ With respect to Holland, I 
possess no more recent statistics than those given in the docu- 
ments relating to foreign countries in the Eeport of the late 
French JSnqiieU Agricole^ where it is stated that the rate of 
wages varies from 1 fr. in some provinces to 2 fr. in others. 
With regard to France, statistics exist in abundance. Dividing 
the country into six regions, M. de Lavergne, in 1865, estimated 
the earnings of the French agricultural labourer at 600 fr. 
a-year in the north-west and south-east, at 360 fr. in the north- 
east, and only at 300 fr. in the west, south-west, and centre. 
These figures, being averages struck over many departments, 
included much wider variations. According to the Mtgueie 
Decennaky published in 1868, wages were 3fr. 14 o. a-day, with 
4 fr. 36 0 . in harvest, in the Department of the Seine.; 1 fr. 14 c., 
withl fr. 68 0 . in harvest, in the Cotes du Nord. In 1869 Mr. 
J.^Mill informed me that the rate about Avignon, where he 
resided, was 3 fr. a-day throughout the year. In the same 
year I found it as low as 1 fr. a-day in more than one place in 
Brittany ; and Lord Brabazon’s Eeport to the Foreign Offioe in 
1872"^ gives an average rate of 2 fr. 50 o. in the Seine, 1 fr. 13 o. 

* Mriher Jieports, i'c.y respeoting the Condition of the Industrial Ciemes mid the 
Tarchane-pou-er of Moneg in Foreign Countries., 1872. bt). 43. 44. 
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in the Cotes du Nord, and 1 fr. 15 o. in the MorMhan. At 
present the tendency to a rise throughout France, which other* 
wise might ^show itself, is arrested by political uncertainty ; hut 
at four or five leagues from Paris, as the eminent economist, M. 
Victor Bonnet, informs me, the rate is 3 fr. 60 c. a-day ; at from 
twenty to fifty leagues from Paris it varies from 2fr. 50 c. to"" 
2 fr . ) and in some remote parts of the country without a railway 
it may perhaps Be as low still as from 1 fr. 25 e. to 1 fr. 

In Germany the lowest rates of agricultural wages are 
found in the eastern provinces of Silesia and Posen. In one 
district of Silesia they averaged, in 1873, only a-day in 
summer, and 7d, a-day in winter; while in a “'district of the 
Ehine Province they were from 2s. QcL to 4s. 6^/. a-day in 
summer, and from 2s. to 3s. in winter, and^by task-work 
the labourer in this district earned from 2s. 6d. to 6s. a-day, 
according to the work and the season. In the Riiine Province 
itself prodigious diversities are found, for examples of 'which 
see the table of wages already referred to in the ^ Zeitsclinft 
des landitirtJiscJiaftUchen Vereins fur Rheinpremmf for May, 
1874. Even these instances fail to show the full extent of the 
inequality of the money earnings of an agricultural labourer’s 
family in different parts of Germany. German women take 
an active part in farm work, and their wages vary from place 
to place, like the wages of their husbands and fathers. The 
number of working and earning days, again, is considerably 
greater in most parts of west Germany than in the north-east 
of the empire, although the length and severity of the winter 
in the latter region demands a larger expenditure in fuel and 
clothing. It is, too, much easier for the farm labourer in south- 
western than in north-eastern Germany to acquire a plot of land 
of his own, and the milder climate and better markets ^the 
former enable him to make a larger addition to his ivage^ by its 
produce than he could in the latter. 

The inquiry follows, What are the causes of the two pheno- 
mena described- — which might be easily shown to present them- 
selves also in several other eountries-r-the immense rise in the 
price of agricultural labour, and its prodigious local diversities ? 
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The rise is supposed by many persons to be sufficiently 
accounted for by emigration and migration to towns— two 
agencies of great importance, but by no means adequate to 
account for the phenomenon. Emigration, in the first place, 
cannot have caused the rise in Eranee or in Belgium, from 
neither of which has there been any emigration to speak of. 
Erom Grermany the total^emigration has been considerable, but 
the natural increase of population has more than replaced it ; 
it has taken place chiefly in the parts of the empire where 
wages have risen least, and there has been but little emigration, 
if any, in recent years from the localities where wages are 
highest, and where they have risen most; in these localities 
immigration, in fact, not emigration, is the conspicuous move- 
ment. It is worthy of notice, moreover, that the chief emigra- 
tion has been from provinces and districts where the population 
is thinnest, where large estates prevail, where little farms are 
fewest, and where the labourer despairs of getting a plot of 
land of his own,^ In England, again, emigration has not 
hitherto much diminished the number of agricultural labourers, 
probably not at all in the districts where agricultural wages are 
highest ; and though indirectly emigration from Ireland has had 
an appreciable effect on English wages by diminishing Irish im- 
migration, the great recent rise in money wages in the southern 
counties certainly cannot be referred chiefly to that cause. 

The migration of agricultural labourers to towns and mining 
and manufacturing districts is a more potent agent, the economic 
and social significance of which in several aspects can hardly 
be exaggerated. But it is demonstrable that it affords only a 
partial explanation of the rise in the j)riee of agricultural 
labour. There has been no considerable migration from 
Elanders, yet agricultural wages have risen. In Grermany, 
the migration of the rural population to Berlin and the chief 
industrial towns and districts in the west has been very great. 
But were that the sole cause of the rise in agricultural wages, 
how are we to account for the still greater rise of wages in 


^ Y 031 der 0oitz, Die landliohe Arheiterfrage, pp . 1 14-1 2 1 , 
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those very towns and manufachrang districts? In Prance, 
likewise, a great rise of town wages preceded, and, indeed, 
caused the migration of the rural population which continued 
down to the war. And in England, town, mining, and manu- 
facturing wages have, although the movement is very unequal, 
on the whole risen greatly along with the price of agricultural 
labour, instead of sustaining a fall, as the migration theory, 
taken alone, would import. How is , it, moreover, that farmers 
have been enabled to pay so much higher prices for labour in 
aU the countries referred to ? Whence has come the additional 
money to pay them, and to raise at the same time the prices of 
commodities aU over Europe ? The general rise in the money 
wages of agricultural labour must be connected with this general 
rise in the prices of commodities, and with the chief cause of the 
latter phenomenon, the immense augmentation and the more 
rapid circulation of money and its representatives since the 
new gold mines were discovered, and since raiWays and other 
inventions began to spread over Europe. To exemplify the 
rise in the prices of articles coming more or less within the 
consumption of the German labourer, Mr. W. Wynne has 
fm-nished me with the following table of prices, in Silbergro- 
schen, at Wissen in the Ehine Province (5 Silbergroschen = 
6d.);— 


Commodities. 

1853. 

1863. 

1873-4. 

Butter, per lb., * . 

3jsgr. 

4| sgr. 

IS — 14 sgr. 

per dozen, 

2 „ 

3 n 

9-10 „ 

Beef, per lb., . , . 

3 


7 

Veal, „ ... 

11-2 „ 

Notstated. 

4— 6 ,, 

Potatoes, per cwt. . . , 

10 

— j 

25 

Linen, per ell, . . . 

„ 


! 

Clotb, „ . . 

30—35 „ 


60---70 „ 

Coffee, per lb., , , 

6-6 „ 


10—12 „ 


As an instance of the rise of prices in north-east Germany, 
Herr Bueck states with respect to the district of Gumbinnen, 
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ia the province of Prussia, — Hhe Eegierungsbezirk Grumhiunen 
obtained its first railway in 1860, and the price of one pound 
of butter was then 4 to 5 Silbergrosohen, whereas *at present 
it is 10 to 13 Silbergroschen ; the price of beef, which was then 
to 3 Silbergroseheq, is now 6 Silbergroschen/ But al- 
%ough the rise in the prices of commodities, as well as in 
money wages, at home and abroad, and in both country and 
town, proves that one general agency is the increase and the 
greater activity of money and its representatives, the explanation 
thus afforded is by no means adequate to account for the move- 
ments of agricultural wages* The highest Grerman authorities, 
scientific and practical, Professors Nasse and Von der G-olte, 
Mr. Mulvany, and Mr. Consul White, are agreed that the rise 
in money wages in Germany exceeds the rise in the price of 
the articles of the labourer’s consumption.* The changes in 
wages, again, from year to year, and from, decade to decade, do 
not correspond with the changes in prices. Not only has the 
price of rye, for example, which is the chief food of the German 
farm labourer, not risen in proportion to wages, but in the 
decade 1861-71 rye and all other cereals were cheaper than in 
1851-61 ; yet money wages continually rose. Nor do the local 
variations of wages in Germany, or any other country, follow 
or correspond with the variations in the prices of commodities. 
Food and clothing are not dearer in the coal basin of the Meuse 
than in Flanders, yet agricultural labour is twice as well paid ; 
and food is rather cheaper in the Ardenne than in Flanders, 
yet the farm labourer is paid about 75 per cent, more for 
inferior work. It is, in fact, impossible to get to the root of 
the rise in wages, without entering into the causes of the other 
striking phenomenon— their great local diversities* 


'^Pro&Bsor Nasse says: ‘That the economic condition of the agrimtltural 
labourer has improved here, and that the rise of wages has surpassed the rise 
of prices of the necessaries of life, admit of no doubt. The condition of the 
labourers who, as here is often the case, have a little property in land, has 
especially improved.’ Prom another part of the lihine Province Mr. W. 
Wynne writes: ‘The rise is to a considerable extent a real one, as the labourer 
now lives better, and clothes himself better, tabes more holidays, gets oftener 
drunh, &c.* • 
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The causes of this second phenomenon are both general and 
local; some common to all countries in Eui'ope, some peculiar 
to particular countries, some to particular regions or districts. 
The most general causes are, first, the unequal natural advan- 
tages of different regions and localities for manufacture or trade- 
secondlj, their unequal development, especially by means of 
locomotion, and, above all, railways. Capital, money and its 
representatives, and the demand for labour, have increased most 
where the means of production and the means of communication 
with the best markets have improved most, where coal, iron, and. 
mechanical power have multiplied the produce of the human- 
hand, and where railways and other modes of communication 
have made most rapid progress. Broad exemplifications of the- 
influence of these two sets of conditions (which are closely 
related, for superior natux'al advantages attract the means of 
development) are to be seen on every side at home and abroad. 
Many years ago, Mr. Gaird pointed out that a line ^following 
the line of coaF divided England into two regions of high and 
low agricultural wages, and his recent statistics show that the 
same line of division still exists r — - 

‘Average weeldy wages in England: 1850. 1873. 

Korthem counties . , . . 115.0^7. 18s. Oit 

Southern counties , . . . . 0^. 12s. 

In Belgium a similar line divides a region without mineral 
wealth, including Flanders and the Oampine, from one rich 'in 
coal, iron, and manufactures, where wages range from 100 to- 
800 per cent, above the rates in the fomer region. In Germany, 
the country above all others in which the study of the subject 
abounds in interest and instruction, the line between high and 
low agricultural wages drawn by Yon der Qoltz is one between 
northern and southern Germany ;t the former being the’r^ion ^ 


^Letter of Mr. Caiid, Times, Jau. 3, 1874. 

1*111 Korth Germany Yon der Goltz includeg the provinces of Prussia, Pome- 
rania, Posen, Silesia, Prandenhurg, Mecklenburg, Sleswig-Holstein, Prunswiek, 
Oldenburg, Hanover, together with the northernmost parts of tho lihine Province 
and of Westphalia ; the remainder of the present German empire forming South 
Germany, according to this diyision. 
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■of low, and the latter of high agricultural wages. The rates of 
wages certainly justify this division, hut they vary greatly from 
■east to west in the north — from Is. 8d, a-day in Mecklenburg 
to 8^/. a-day in parts of Silesia and Posen — and a much more 
marked and characteristic division lies between north-eastern 
■and south-western Grermany. From Dresden westward wages 
range higher than eastward, but the main region of high farm- 
wages is from the neighbourhood of Frankfort-on-the-Maine to 
the Euhr Basin, thence to Diisseldorf and Aachen, and south- 
ward through Ehineland to Baden.* In this region of high 
wages itself there are immense inequalities, but some of them 
form no exception to the principle of the division, others fall 
under another principle, likewise connected with natural advan- , 
tages, which will be presently indicated. Speaking generally, 
the south-western region, whose boundary has just been roughly 
marked out, is the main region of German industrial and eoni- 
meroial enterprise, communication by steam, general activity, 
intelligence, and wealth. Vicinity to the chief countries and 
markets of western Europe, numerous lines of railway, a river 
crowded with steamers, coal, iron, and their products, cause a 
greater abundance and more rapid circulation of currency, a 
greater demand and competition for labour of all kinds, and 
a generally higher price for agricultural as well as town or 
mechanical labour, than is to be found in the north-east of the 
empire, which lies remote from the traffic, civilization, and pro- 
gress of the western world, is much less completely provided 
with railways, and is in a more primitive condition as regards 
•customs, ideas, and industrial life. f Take as an example of the 


*Mr. Consul Wliite, who has an extraordinary knowledge of the industrial 
•eeo»»xny of Germany, remarks on this Tie w, as to which I lately consulted him : 

What yon say of the south-west is, I think, on reflection the correct represen- 
tation, and I quite agree in your delimitation. An English employer of labour, 
who has travelled over those parts quite lately, told me that at IS'urnberg he found 
wages a trifle higher than at Bantzig, hut from thence he found them highest at 
Frankfort-on-the-Maine, the Buhr Basin, and Cologne. This tallies also with 
.your views in the essay on “Prices in Germany” in the Fortnightly Jieview^ 
November, 1872. V 

t Low railway freights for raw material have been one cause of the industrial 
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influence of tliis diversity in the eoonomio conditions of the two^ 
regions, the rat^s of agrioultui’al wages in the districts of Diisseh 
dorf on the Rhine, on the one hand, and Q-umbinnen, in the- 
province of Prussia, on the other hand, where the soil is good,, 
hut no manufactures or trade on a large scale exist : — 



Dusseldoef. 

Gumeinnen. 

Summer wages, par diem, Men, . 

„ „ „ Women, . 

Winter „ ,, Men, . 

„ „ „ Women, . 

s, d. s. d, 

2 6 to 4 0 

1 6 „ 2 0 

1 6 „ 2 0 

1 0 „ 1 6 

tV. d. s, d. 

1 0 tol 

0 6 „ 0 

0 71- „ 1 Q 

0 4:|„0 6 


The same principle shows itself in local inequalities within each 
of the two great regions. The price of farm labour is much 
higher close to Berlin than throughout the greater part of 
Brandenburg, and considerably higher about Dantzig than in 
most rural districts of the province of Prussia. It is, in like 
manner, 75 per cent, higher in the Ruhr Basin, and near towns- 
like Oologne, than in purely agricultural districts of Westphalia 
and the Rhine Province. One remarkable exception to the 
general principle (which, however, seems less real than apparent) 
is, that Silesia, the eastern province in which there is most 
manufacture and trade, and which possesses considerable 
mines, is also the province in which the price of farm labom* 
is lowest. Mr. Consul White, remarking that ‘‘ it has always 
astonished him that Silesia, an industrial centre, has the lowest 
agricultural wages of all Germany/ adds, that he is told the cause 
lies in the cheap and thrifty modes of living of the peasantry, 
and suggests that the proximity of Poland and of Austria may 
also partly account for it in Upper Silesia. Von der^^ltz 
also refers the low scale of Silesian wages partly to the low 
standard of expenditure of the inhabitants, partly to the rela- 
lively dense popnlation. If, in addition to these conditions, we 

progiess, wealtli, and Hgli wages of western Gerinany. Should the attempt to 
raise them which is now being made he carried out, it is the opinion of high 
iiuthorities that a serious decline in the rate of industrial progress will ensue. 
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reflect that this immense proyince is for the most part untrayersed 
bj railways, is contiguous to a yast region backward in that as 
in other respects, lies remote both from maritime'* ports and 
from western markets, we may fairly consider the exception 
only a partial one; though it proves that there are economic 
conditions which no single generalization wiU cover, and the 
roots of which may reach far down in past history. ^ Every 
province,’ says the illustrious rural economist, M. de Lavergne, 
of his own country, ‘ has its history, wliich has powerfully 
acted on its economic development and the observation is yet 
truer of Germany than of Erance. 

But another potent cause of inequalities in agricultural wages 
alike in Germany and in many other countries, lies in local 
diversities of climate and soil— a cause which, the more merits 
attention that its operation is diametrically contrary to an old 
ecohomio doctrine. It is where the work of cultivation has least 
variety and interest, where life has few charms, where winter is 
longest and coldest, where the wage-earning days are fewest, 
where the labourer finds it hardest to supplement his earnings 
by the produce of a little farm of his own, that the price of 
agricultural labour diem is lowest in Germany, and Von der 
Goltz is certainly right in treating the climate as one cause of 
the low rate of wages in the north-east ; though the chief cause 
seems, as certainly, the one previously pointed out, on which he 
does not dwell. In the south-western region itself we find this 
second class of natural causes in active operation, wages being 
usually much lower in barren mountainous districts than in those 
warm, fruitful valleys and plains which enable both the farmer 
and the labourer with a plot of ground of his own to rear close 
to excellent markets a variety of rich plants, tobacco, chicory, 
vegetables, hemp, which will not grow in less generous 
zonea. After citing a number of locak rates of agricultural 
wages in Wurtemberg, Von der Goltz adds ‘ From these data 
it follows that the rates in Wurtemberg vary materially. In 
the least favourably situated districts they average from 47 to 


^ ^miomie EuraU de la Frmcei ed., p. 60 , 
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49 ireiizers a-day ; in those most favourably situated they rise to 
78-80 la-euzers. This faot meets one in all parts of middle and 
south Gremany, in which climate and cultivation exhibit such 
diversities.' It is a fact to which an analogy may be found in 
these islands, in which wages and profit, as well as rent, cceteris 
paribus^ usually are higher on exceptionally good land,, all 
three, and not rent only, falling on barren and mountainous 
soils, whatever economic theories may suppose.’*^ The great 
inequalities of wages hence arising in Q*ernmny are, no doubt, 
partially compensated by the descent of the mountain labourer 
into the plains and valleys at harvest and other seasons, when 
there is an unusual supply of work ; but throughout the rest of 
the year his earnings are smaller, while his wants are greater, on 
account of the cold, than those of the inhabitants of the lower 
districts. Baron Von der Goltz — almost the only economic 
defect of whose book is its tendency to sweep averages, the 
besetting sin of both statisticians and economists — seems much 
to overrate the compensatory influence of this periodical mi- 
gration. The Irish labourer used, in like manner, to migrate 
to England foi’ the harvest, but that did not raise his earnings 
to the English level ; it only enabled him to exist for the rest 
of the year on Irish wages. Assuredly in Germany money 
wages have by no means followed the equitable principles of 
which economists, in their thirst after generalization rather than 
truth, and under the influence of eighteenth century notions of 
natural laws of equality and uniformity, have di'eamt. It is 
where the skies are brightest, the air most genial, the work of 
husbandly pleasantest, life in every way most agreeable, that 
the price of farm labour is highest. It is here, too, that the 
labourer finds it easiest to get a property of his own, and that 
its produce is richest. ‘ The farther,' says Von der Goltz, we 
proceed from north and east to south and west, the jnore 
numerous is the class of landowning agricultural labourers, and 
the better is the condition of those who are so.' The fluctuations 
in the price of labour are no doubt greater in the industrial 

* In the United Kingdom itself -wages, profit, and rent are all thine commonlj 
highest, (Jccfom where the land is best. 
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districts of tlxe south-west than in north-east Germany, partly 
for a reason not referred to by Yon der Goltz, but mentioned to 
me by Professor Nasse, that where small farming predominatesj 
there is a less regular supply of labour in the market; and 
partly, I am disposed to think, because both demand and supply 
are here affected by the fluctuations in manufacture and trade. 
But it is beyond all question that the permanent influence of 
the causes which produce these variations has been favourable 
to the agricultural labourer, and that, notwithstanding them, his 
condition has been a continuously improving one. The remark 
which Consul White makes with respect to the farm labourer 
throughout Germany, is especially applicable to him in Ehine- 
land and the Ruhr Basin : ^ Improved ci\dlization has produced 
greater demands and requirements in this class ; all authorities 
' ’ agree that they live, on the whole, better than they used to, and 
insist on getting better paid.’ 

In France, as in Germany, the chief causes of high agricul- 
tural wages are proximity to great industrial centres or easy 
communication with great markets, hut we find also local causes 
of diversity, such as differences of climate or soil. The high 
wages about Avignon, for example, are attributable partly to 
the high prices produced by markets, such as Lyons and 
Marseilles, partly to the rich returns whieli the climate affords 
to cultivation, and partly to the skill of the cultivators. Writing 
in 1869 respecting the rise of wages there, above the rate ten , 

, years before, Mr. Mill said All prices have risen at Avignon 
(which was already ten years ago a remarkably dear place), 
owing to the causes which made it then dear. There is a ra,pid 
sale for all agricultural produce in Paris, Lyons, and Marseilles; 
consequently all the prices in the market are high. . . . The 
•cxdti’mtion round Avignon is carried to a high degree of 
perfection, and seems to have been so for centuries. The 
system of irrigation is elaborate, ploughing deep, the clearing 
of the land from weeds very perfect, fallows unknown except 
in the poor mountain soil, and the whole country is covered 
with trees of some sort, under which there is cultivation. I have 
been told that, owing to the peculiar advantages of irrigation, 
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climate, and position between large towns, with easy railway 
and river communication, there is a constantly increasing ten- 
dency towards the cultivation of early fruit and vegetables. 
Already the exportation of these is very considerable, and it seems 
as though this cultivation must be favourable to small properties/' 

In Normandy the rate of wages is as two to one compared 
with the rate throughout a great part of Brittany ; and there 
are severah reasons for the difference. Normandy is much 
nearer to the market of Paris; it has great manufacturing 
towns, and Brittany none ; its soil is much more fertile, and the 
Norman population does not multiply like the Breton. Agri- 
cultural wages have greatly risen throughout Prance in the last 
twenty years, throtigh the increase of French production and 
trade, the increased quantity and activity of money, railways, 
the demand for labour in the chief towns, the consequent * 
migration of the rural population • to the towns, their disincli- 
nation for large families, and the absorption of the peasantry 
(several millions of whom own small properties) in the cultivation 
of land of their own. But the local force of each of these 
causes varies, and the prices of agricultural labour are con- 
sequently very unequal. 

In Belgium, again, although the principal cause (as in 
every progressive country in Europe) of diversity in the local 
rates of agricultural wages is the presence or absence of mines,, 
manufactures, or commerce on a great scale, otber causes are 
at work. Thus the low rate in Flanders and the Campine is 
due partly to the natural poverty of the soil ; and the chief 
cause of the relatively high rate in the Ardenne, where the 
farm labourer earns twice as much as in Flanders (although his 
work is inferior, and the region has no manufactures or foreign 
commerce), is that there are 270 Flemings and only* 1(10 
Ardennois to the same number of hectares. 

Thus there are various causes in each country for great 
local diversities of agricultural wages, but the most powerful 
and the most general cause is the unequal distribution of 
advantages for manufactures and commerce, and of good 
markets; and we can easily trace a close connexion between 
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the great general rise in the price of agricultural labour in 
Europe in recent years, especially in part of west Grermany and 
Belgium, and tlie great local inequalities in its price in each 
country. The currency of all Europe has been Tastly augmented 
by new mines and instruments of credit; the rapidity also of 
the circulation of money has multiplied, and the prices of all 
things, labour included, ^vhieh have not increased in proportion, 
have by consequence risen. Secondly, money has increased 
most, and the price of labour has risen most, in the districts 
whose money-getting powers have increased most tlirougli in- 
dustrial development and I'apid communication with the best 
markets. Thirdly, our continental neighbours have acquired in 
recent years those new arms of industry and commerce-iron, , 
coal, the steam-engine, steam locomotion — which England 
^jiossessed a generation earlier ; prices consequently have risen 
in many parts of the Continent to the English scale from a 
much louver level ; the demand and competition for labour, and 
the sums offered for its assistance, have increased abroad in 
proportion, and the Ereneh, German, and Belgian agricultural 
labourer has shared with the town Avorkman in the new streams 
of money. An economist of merited parliamentary fame, lately 
spoke of machinery as one cause which has prevented a rise of 
•wages in I'ecent years in some trades in England;^ and 
doubtless it sometimes has that effect, by superseding labour.. 
Nevertheless the main cause of the comparatively high rate of 
wages throughout western Europe, and the main cause of high 
local rates of agTicultural W’-ages in each of its countries, is, in one 
word, machinery, or the steam-engine, ci’eating new industries 
and immense accumulations of capital, finding swift sale for their 
produce in markets where gold and its representatives abound, 
and OTgmentiog the price of all kinds of labour in the vicinity. 

The real movements of agricultural wages throughout Europe 
will be seen to he in striking contradiction to generalizations, 
such as the tendency of wages to equality, which have passed 
with a certain school of English economists for economic laws: 

^Mr. Fawcett, M,P., in an article in tlie .FortnigJitly Emm; algo in Hg. 
Mamal of FolUical Eimomy 
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generalizations not witlioiit a measure of truth as indicating one 
of sereral forces, but mistaken by that school for the actual 
resultant of «all the forces : generalizations, one may add, which 
were once useful and meritorious as first attempts to discover 
causes and sequence among economic phenomena, hut which 
have long ceased to afford either light or fruit, and become part 
of the solemn humbug of ^economic orthodoxy.’ During the 
last two generations, while some distinguished economists were 
asserting, not merely a tendency towards it, hut an actual 
equalization of wages, the real tendency in all countries making 
progress was towards inequality — a tendency which, in fact, 
already showed itself in a marked manner a century ago, 
with the advance of commerce and manufactures, in both Great 
Britain and Brance, as statistics collected by Adam Smith and 
Arthur Young prove. The ‘law’ which economists ought to * 
have laid down for the age from those two great writers’ days 
to our own, was the law of great inequality in the local demand 
for labour, by reason of great inequalities in the advantages, 
development, and money-making powers of different localities. 
But the consequent inequalities in the prices of agricultural 
labour in England, it is important to notice, were formerly 
compensated for in a good measure by corresponding inequalities 
in the prices of commodities : food was cheap where w^ages were 
low, food dear where wages were high. ' Prices rose around the 
great centres of mining, manufacture, and trade to. a scale 
greatly above that prevailing in purely agricultural districts, 
just as they have risen in the industrial districts of West 
Germany above the scale in Pomerania, Silesia, and Posen. A 
new inequality in agricultural wages in England took place with 
the equalization of the prices of food by railways and roads. 
In not a few parishes in the southern counties money *N«ages 
remained almost stationary, at 7 ^. to 85., from 1770 to ^ 870 , 
while meat rose in the interval from 2cLy and in some places 
actually only a l|-d a pound, to nearly the same price, saylOA, 
as in Yorkshire and Northumberland, and milt and butter in 
proportion. When Mr. M‘0ulloeh was laying down in succes- 
rive editions of Adam Smith’s treatise, that canals, roads, rail- 
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■ways, &c., had ‘ brought the prices of all sorts of produce and 
the wages of labour in different districts much nearer to a 
common level than at the period of the publication of the 
“ "Wealth of Nations,” ’ he was right enough about the prices of 
produce, but so wrong about wages that they varied in England, 
' at the time of his last edition, from Qs, to 22s., not unfrequently 
with a cottage and garden in the latter case, and without either 
in the former. Moreover, on the rise in the prices of food in the 
southern counties, brought about by their equalization through 
the kingdom, supei’vened a succession of further rises caused by 
the general increase of population, the increased wages and 
consumption in the manufacturing districts, and the increase of 
both the metallic and the credit circulation of the country. The 
recent rise of money wages in the southern counties had in fact 
' been preceded by a fourfold fall in real wages measmcd in the 
price of animal food, and a great fall measured in cottage rents. 
The rise, therefore, during the last three or four years in the 
wages of the southern farm labourer — though in some cases, 
from 75. and 85. to 12s. and 13s. — is, compared with his real 
wages a century ago, almost a nominal one only. 

Another inequality which the application of steam to manu- 
factures and locomotion brought about was a difference between 
the wages of mechanical and agricultural labour (unless in the 
manufacturing districts) out of all proportion to any differences 
in the severity of the employment and the skill and knowledge 
required. Adam Smith thought the ploughman in his time 
beyond comparison superior in skill, judgment, and discretion 
to the to'wn workman or mechanic, and he certainly is not now 
inferior in the proportion of his pay. In so far as he is ignorant 
and inefficient, it is the effect, not the cause, of his low wages ; 
and^othe groundlessness of a recent suggestion that the lower 
waggs of the southern counties are attributable to an inferiority 
of race, is proved by the fact, which might have been learned 
from Mr. Oaird, that a hundred years ago wages were higher in 
the southern than in the northern counties, in the proportion of 
7s. Qd. to 6s. 9cf. a-week. The truth is, that the sources of wages 
are unequally distributed by nature, but a more equal local 
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deyelopment and a more equal distribution of labour might long 
ago baTO been brought about, had economists, in place of 
assuming equality, examined the facts, and ascertained the 
actual inequalities and their causes. 

It remains briefly to indicate some of the conclusions to 
which the foregoing review of facts, and the present conditions 
of the situation, seem to point. A rise in the money wages of 
agricultural labour is a general European phenomenon, showing 
the operation of general causes. It is everywhere in part 
merely a nominal rise, but especially so in the southern counties 
of England, where a great fall in real wages, by reason of a 
continuous rise in prices, preceded it. In all eoimtries in 
Europe there are great inequalities in money wages, hut in most 
of them, Germany in particular, those inequalities are partially 
compensated by local differences in the prices of food, so that no * 
such real inequalities in real wages exist there as in England ; 
nor is it possible that such inequalities can continue here, now 
that the economic fictions which concealed them and their 
causes have been exposed. The future rate of money w^ages is 
indeed everywhere partly a question relating to the fertility of 
the gold mines and the abundance of money ; but whatever may ' 
be the amount of money in circulation, it may be predicted that 
its distribution will be such as to secure a larger share than 
heretofore to the agricultural labourer in the southern counties 
of England. Temporary and local causes have lately checked 
the rise of agricultural wages in some countries, but all the 
permanent and general conditions tend to maintain it, especially 
in the lower levels. The recent decline in Germany is, in fact, 
a mark of the increasing influence of manufactures and trade on 
the price of agricultural labour, and of the disappearance of 
customary and stationary rates of agricultural wages, a^yi of 
the excessive disproportion between them and the rates in qthS' 
employments."^ Everywhere in Europe farm labourers" are 

Since tMs Essay was written, nearly ftve years ago, the diminished activity 
of manufactures and trade in Grermany has been attended with a further decline in 
agricultural wages, which are not much higher in many places now than in 1S67. 
Eormerly the movements of trade did not affect German agricultural wages. 
[January, 1879.} 
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leaking tlie bonds of tradition and habit, everywhere acquiring 
new powers; in England they have, moreover, gained those 
potent forces of union which have long been the :monopoly of 
town workmen, and farmers in the depth of the country are 
beginning to feel at onee the effects of the competition of distant 
employers in towns and in the New World, and of the combina- 
tion of their own labourers on the spot. When one considers 
the number and strength of the causes tending to the elevation 
of the agricultural labourer, and the breadth of the area over 
which they are operating, one can hardly err in affirming the 
ultimate futility of a local effort to put a stop to a movement 
which, on the one hand, has what may he called universal and 
permanent forces on its side, and, on the other hand, is fortified 
by special local conditions. The dark part of the prospect is, 
^ that England, in the outcome, may lose the chief part of its 
rural population, for it seems too plain that nothing will awaken 
its legislature or its landowners in time to the importance of 
making it the w^ell- grounded hope of the industrious and thrifty 
farm labourer to acquire a little farm of his own. 



XXIV. 

THE INCIDENCE OP IMPEEIAL AND LOCAL TAXATION 
ON THE WOEKING CLASSES.^*^ 

The working classes comprehend in this article all grades of 
working people, skilled and unskilled, in both town and country,, 
domestic servants, and also that nimierous body of small dealers 
whose earnings are derived more from their labour than from 
their little stock-in-trade. It is not very important whether 
foremen are included or not, but they are so here as receiving'' 
wages. To measure the burden imposed on this vast section of 
society hy both imperial and local taxation is a problem of much 
complexity and difficulty, admitting of no exact solution, but 
the grounds for a rational judgment may be found. Two ques- 
tions are involved : How much do the working classes contribute 
to the revenue of the State ? and, How much do they actually 
lose by the system of taxation ? The first may possibly be 
answered with some approximation to accuracy ^ but the second . 
is really the principal inquiry, and it is one as impossible to 
answer in arithmetical terms, as it would have been to estimate 
in precise figures the pecuniary loss inflicted on the working 
classes by the corn duties. The theoretical canons commonly 
applied to determine the incidence of taxes afford but moderate 
assistance, and are often misleading. They furnish us amply 
with inferences from ideal ^ average^ or VnaturaF rates of wages 
and profit, respecting the ^ tendencies^ of taxes in ‘ thelon^run^ 
and rin the absence of disturbing causes.^ But taxes are. paid 
immediately under the real conditions of life, and out of the 
actual wages and profits or other funds of individuals, not out 
of hypotheses or abstractions in the minds of economists. The 


^ MHnighihj ^cviewj J?etruaiy Ist, 1874. 
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worlang classes have had especial reason to complain of the 
acceptance of such abstractions as realities, and of inferences 
from them as rules of practical finance. The doctrine of the 
equah y of waps has done much to perpetuate the low wages of 
apicultural labour in the southern counties, that of the equaHtv 
mf profits has injured the labouring classes generally, alihe 
recipients of waps, as consumers, and as taxpayers; and the 
doctene 0 a ‘ natupl rate of wages was the chief cause of the 
passing of the Corn Laws, the least mischief of which to the classes 
wp hp by labour was the rise in the price of bread. It was 
mfmred that the labourer’s pay must rise with the price of his- 
food, and that taxes on wages are really taxes on profits ^ and 
pcordingly members of Parliament, on both sides of the House 
discussp the diip on corn under the conviction that it could’ 
pt faU m the lapurer.f Mr. Eicardo himself opposed the 

pty in Parliament, simply on the ground that it wo^d lower 
he prpts of capitahsts. In place of raising wages, it really 
lowered them, m a manner highly important to remember in an 
inquiry into the effects of existing taxation. ‘ Take the oreat 
pange in the Corn Laws,’ said Mi-. Gladstone, in a celebmted 
Budget speech. ‘ You have created a trade in corn ; by that 
trap you have created a corresponding demand for the com- 
modites of which they (the working classes) are the producers 
then- labour being an essential element in their production, and 
1 IS the enhanced price their labour brings, even more than the 
cheaper price of commodities, that forms the main benefit they 
receive.’ One of the chief causes of the impossibility of ascer- 
taining with exactness the amount of the burden of existing 
taxatim on the classes in question, is that the effect on wages 
must be taken into account.^ But, although I cannot pretend 
to furnish an accui-ate estimate, I think the following investi- 
gafmn, brief as it necessarily is, will be found to establish at 
east : ( 1 .) That the real burden imposed on the working classes 
by the present system of taxation, imperial and local, is incal- 
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t See, on-this point, tte of Mr. Gobdea (popular editor p. 9. - 
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ciilaHy greater than is generally stipposed. (S.) Tliat taxes 
wMcli admittedly fall on them seriously affect them in various 
ways Toesid'es those ordinarily taten account of. (3.) That they 
are contributors to a number of taxes generally believed not to 
touch them at all. 

Take, first, imperial taxation. Of the grievous inequality of 
the contribution levied from the working classes by the customs 
and excise duties, which produced nearly forty-seven millions of 
the sixty-five and a-half millions raised by imperial taxation in 
the last financial year (exclusive of the revenue from the post- 
- office, telegraphs, crown lands, and miscellaneous receipts), there 
can be no question. The duty, for instance, on all qualities of 
tea is the same ; the duty on a pound of the finest cigars is little 
heavier than on a pound of common unmanufactured tobacco ; 
the duties on beer, spirits, and wine, make no distinction ber- 
tween rich and poor. It is, indeed, sometimes asserted that the 
wealthier classes pay, in addition to their own, their servants’ 
taxes on tea, sugar, and beer ; but the very language in which 
one well-known writer defends this assumption, affords proof 
of its error : f A gamekeeper,’ says Mr. Dudley Baxter, ^ is 
employed by a country gentleman at weekly wages, but lives in 
his own cottage, and pays his own taxes on beer and sugar. If 
the taxes are taken off, he reaps thehenefit, and is therefore the 
true taxpayer. But a house-servant, if his provisions are paid 
for him, would not receive any benefit, so that his master is the 
taxpayer.’t Were the taxes referred to removed, the result 
would he that outdoor servants would have more money to spend, 
while indoor servants in the very same establishments would 
have no more than before, unless their wages were raised, as 
they could be, in proportion to the reduced cost of their hoard, 
without any loss to their masters. It is, indeed, a meiv^ fl.otion 
that competition equalizes wages in all occupations and ^all over 
the kingdonr ; but such an' inequality as the foregoing obviously 
could not continue. It is not, however, by the cost to them as 


* The duty on sugar has heen abolished since the first publication of this Essay, 
t XliQ Taxation of the United Kingdom^ p. 48 . 


On the. Working Classes. 387 

•consumers, even adding the charges for the advance of the duties 
Tbj the producei'S and dealers, that the sums of which customs 
and excise duties deprive the working classes can be measured. 
Not to mention that the forty to fifty millions advanced would 
otherwise be productively employed, yielding wages as well 
""as profit on each turn of the capital, the system by which 
they are raised is a network of obstructions and restxiotions to 
trade, production, and the employment of labour. For evidence 
in detail of the mass of impediments which customs and excise 
regulations oppose to the growth of commerce, manufactures, 
agriculture, capital, and wages, I must refer to a former Essay.'^- 
But I may instance one fact not particularized there. Conser- 
vatives and Liberals are now agreed , that protective and dis- 
criminative duties imj>ede the development of our resources, and 
\liminish the demand for labour. Tot we still maintain four 
protective and discriminative duties— on sugar, spirits, wines, and 
tobacco. The sugar duties are framed for the protection of 
the British refiners, and the protection afforded appears to be 
disastrous, even to many of them.f The duty on foreign spirits 
protects the British against the German distiller, in ordinary 
years. The wdne duties place all wine-producing countries 
other than France, and our trade with them, under a heavy 
disadvantage. The licensed British cigar-maker pays little more 
than the importer of raw tobacco, and the duty becomes virtually 
protective. These four duties, accordingly, by obstructing the 
natural course of commerce and industry, diminish the earnings 
of the working classes, besides taxing them on their expenditure. 
Just as the duty on foreign corn was a tax not only on the 

Financdal Uei’orm. Ooh(2e)i Ohth JSsmya, %i\dL 
t ^ Since 1840 they had had no less tlian twenty-seven changes in the sugar 
•dij^ies, and since 1803 they had had lour or five conventions with Foreign Powers 
for the purpose of protecting the refining trade, and also the revenue. The re- 
sult had been this, that while there were twenty-three sugar rehners existing 
in London in 1802, only three or four were left in existence now. He had the 
curiosity to ascertain wduit proportion of foreign sugar and English sugar was 
sold in this town (Bradford). He went to one of the leading grocers and asked 
him the question, and was astonished to hear that he did not selL a single ounce 
of English made sugar, and that he found it more prodtahle to buy it from 
Prance.^ — Bpe^ch of Mr, Jccoh Behrens at Bradford, 
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probate and legacy diities, and stamp duties in general, tbe- 
income-tax, the house-tax, the wine duties, the railway duty,, 
and the duty on dogs, are usually supposed never to fall on 
working men or women, directly or indirectly. Now, in fact, 
the succession duty, in the first place, really falls upon many of 
them. Numbers of working men and women in towns and'' 
manufacturing districts have become owners of houses — ori- 
ginally in most cases through building societies— and succession 
duty is often paid on them. At Bradford, for instance, a 
high local authority answers as follows the questions given : — 

^ Do any of the wwking classes own the houses they occupy ? ^ 

^ A large number.^ /Do cases occur in which they pay probate 
and legacy, or succession duties ? ’ ^ Yes, frequently, as large 

numbers own house property/ Another good authority states 
with respect to the same town : ^ Very many workmen own the 
cottages they live in. A smaller hut still fair number own two,, 
and some even four cottages. The cottages are worth from £iOO 
to £150 each/ A London workman’s house is sometimes worth 
from £400 to £500, and, if a leasehold, pays the higher suc- 
cession duty on personalty. It does not so often happen that 
working men leave to their families other property of sufficient 
value to become liable to probate and legacy duty ; yet it does 
sometimes happen, in the case alike of workmen, servants, and 
small dealers belonging to the working class. Servants, too, 
sometimes receive legacies, subject to duty from their masters, 
and working people of all classes sometimes succeed to per- 
sonalty, or receive legacies from relatives who have made money 
as emigrants or otherwise. The house-tax, again, sometimes 
falls on the highest class of skilled ywkmen, and sometimes on 
workmen of a poorer class, either as lodgers or letters of lodg- 
ings. The income-tax, though directly incicleut on but a snutll 
number of the highest paid workmen or foremen, has an 
incidence on the working classes which one of the current 
canons of taxation conceals. It is laid down that taxes on the* 
profits of all employments fall on capitalists only, and cannot 
be shifted on any other class. But there is in reality a per- 
petual migration along the borders between capital and labour,. 
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regarded either as capitalists or workmen, aocording as capital 
or labour forms the main element in tbeir earnings. To 
instance actual examples of the migration ref erred to : I have 
known the same man successiyely a butler, a grocer, and a 
^court-crier ; the same man an upper servant, a small trader, 
and a railway-plattorm inspector ; the same man a groom, a 
cab proprietor, and the conductor of an omnibus; the same 
man a waiter, a tavern-keeper, and a waiter again’; the same 
man a piivate seiwant, a sei'vant in a hotel, and the proprietor 
of the hotel ; the same woman a housekeeper, a shojikeeper, and 
the matron of a workhouse. It is quite a common thing for 
servants to set up shops with their savings ; and the induce- 
ments to do so, as also their success in doing so, depend a good 
^ deal on the taxes on profits* Few, indeed, of the working 
classes-are sufficiently versed in the real incidence of taxation to " 
estimate the pressure of indirect imposts; but they are quite 
alive to the pressure of such a tax as the inoome-tax, and to the 
vexatious and often oppressive manner in which it has latterly, - 
with grievous impolicy, been levied. So long as the exemptions 
of small incomes are not carried considerably further, Schedule 
1) must fall indirectly on servants and other working classes, 
by diminishing the migration from their ranks to those of 
employers, and so lowering wages. Other commonly over- 
looked taxes on working people, as above said, are stamps on 
receipts, bills, &c. ; the railway duty, the duty on dogs, and 
the wine duties. Small retailers and other dealers, carpenters, 
smiths, ami other "workmen, have often occasion to use stamps, 
besides which, stamp duties reach the labouring classes gene- 
rally as consumers. The railway duty falls on them both as 
regular passengers and as excursionists ; and the duty on dogs, , 
Slough sometimes regarded by country gentlemen, in relation 
to the working classes, as a duty on poaching, is really often a 
duty on the sentinel who guards the poor man’s or poor 
woman’s cottage from tramps and peculating neighbours. 
Even the wine duties fall sometimes on working people in sick- 
ness, 4er the poor are Bometimes sic^ as/Mr. Q-ladstone once 
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probate and legacy duties, and stamp duties in general, the- 
inoome4as, the house-tax, the wine duties, the railway duty,, 
and the duty on dogs, are usually supposed never to fall on 
working men or women, directly or indirectly. Now, in fact, 
the succession duty, in the first place, really falls upon many of 
them. Numbers of working men and women in towns and'" 
manufacturing districts have become owners of houses-ori- 
ginally in most oases through building societies — and succession 
duty is often paid on them. At Bradford, for instance, a 
high local authority answers as follows the questions given : — 

^ Do any of the working classes own the houses they occupy ? ^ 

‘ A large number.^ ‘Do cases occur in which they pay probate 
and legacy, or succession duties ? ’ ‘ Tes, frequently, as large 

numbers own house property.’ Another good authority states 
with respect to the same town : ‘ Very many workmen own the* 
cottages they live in. A smaller but still fair number own two,, 
and some even four cottages. The cottages are worth from £100 
to £150 each.’ A London workman’s house is sometimes worth, 
from £400 to £500, and, if a leasehold, pays the higher suc- 
cession duty on personalty. It does not so often happen that 
working men leave to their families other property of sufficient 
value to become liable to probate and legacy duty ; yet it does 
sometimes happen, in the case alike of wwkmen, servants, and 
small dealers belonging to the working class. Servants, too, 
sometimes receive legacies, subject to duty from their masters, 
and working people of all classes sometimes succeed to per- 
sonalty, or receive legacies from relatives who have made money 
as emigrants or otherwise. The house-tax, again, sometimes 
falls on the highest class of skilled workmen, and sometimes on 
workmen of a poorer class, either as lodgers or letters of lodg- 
ings, The income-tax, though directly incident on but a small 
number of the highest paid workmen or foremen, has an- 
incidence on the working classes which one of the current 
canons of taxation conceals. It is laid down that taxes on the 
profits of all employments fell on capitalists only, and cannot 
be shifted on any other class. But there is in reality a per- 
petual migration along the borders between capital and labour,. 
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as there is also an intermediate class who individually may he 
regarded either as capitalists or workmen, according as capital 
or labour forms the main element in their earnings. To 
instance actual examples of the migration referred to : I have 
known the same man successively a butler, a grocer, and a 
’^court-crier; the same man an upper servant, a small trader, 
and a railway-platform inspector ; the same man a groom, a 
cab proprietor, and the conductor of an omnibus ; the same 
man a waiter, a tavern-keeper, and a waiter again ; the same 
man a private servant, a servant in a hotel, and the proprietor 
of the hotel ; the same woman a housekeeper, a shoj^keeper, and 
the matron of a wmrkhouse. It is quite a common thing for 
servants to set up shops with their savings ; and the induce- 
ments to do so, as also their success in doing so, depend a good 
'^deal on the taxes on profits. Pew, indeed, of the working 
classes' are sufficiently versed in the real incidence of taxation to 
estimate the pressure of indirect imposts ; hut they are quite 
alive to the pressure of such a tax as the income-tax, and to the 
vexatious and often oppressive manner in which it has latterly, 
with grievous impolicy, been levied* So long as the exemptions 
of small incomes are not carried considerably further, Schedule 
I) must fail indirectly on servants and other working classes, 
by diminishing the migration from their ranks to those of 
employers, and so lowering wages. Other commonly over- 
looked taxes on working people, as above said, are stamps on 
receipts, hills, &c. ; the railway duty, the duty on dogs, and 
the wine duties. Small retailers and other dealers, cai'penters, 
smiths, and other workmen, have often occasion to use stamps, 
besides which, stamp duties reach the labouring classes gene- 
rally as consumers. The railway duty falls on them both as 
regukr passengers and as excursionists; and the duty on dogs, 
fhough sometimes regarded by country gentlemen, in relation 
to the working classes, as a duty on poaching, is really often a 
duty on the sentinel wdio guards the poor man’s or poor 
■woman’s cottage from tramps and peculating neighbours. 
Even the wine duties fall sometimes on working people in sick- 
ness, ^ for the poor are sometimes sick,’ as Mr. G-ladstoiio once 
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said on the subject; and the heaviest duties are imposed on the 
kinds of wine they use. The wine duties in such cases have, 
too, Kk© seveoral other taxes, another incidence on the poor, in 
the shape of privation. Law taxes have been said to fall 
heaviest on a class who, at first sight, seem not to be subject to 
them at all, namely, those who are too poor to go to law on*^ 
account of its cost, and thereby forfeit their rights. Stamp 
duties on deeds are of this character ; they constitute also part 
of the system which makes land — the common and favourite in- 
vestment for the savings of working men on the Continent — -an 
impossible investment for them in England. 

Thus the pressure of imperial taxation in the mass on the 
working classes is enormous, though it cannot be accurately 
measured, and is not distributed equally over the entire body. 
In the financial year ending March 31, 1873, its different *" 
branches^ yielded : — 


Customs. 

Excise, 
Licences, &c. 

1 

i 

Stamps (in- 
cluding Probate, 
Legacy, and Suc- 
cession Duties). 

! i 

1 Land Tax 
and 

House Duty. 

1 

Property 

and 

Income Tax. 

£ 

21,033,000 

■■■ ■ ' ■ ^ ! 

£ 

25,786,000 

£ 

9,947,000 

£ 

2,337,000 

£ 

7,500,000 


To the two first of these branches, which yielded more than 
two-thirds of the whole, the working classes contributed out of 
all proportion to their incomes; and the other branches, in 
place of compensating for that inequality, added heavily to the 
burden sustained by many working people. But this statement 
affords no adequate measure of the relative pressure of taxation, 
since it omits the incalculable losses in wages which the system: 
of raising it occasions. 

Bearing these considerations in mind, let us glance at an 
arithmetical estimate by one of our most distinguished eeoiio- 

^ Exclusive of the Post Office, Telegraph Seryice, Grown Lands, and Miscel- 
laneous Eeceipts. See Statistical Abstract, 1873. 
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rnistSj of tlie relative contributions of different classes to botli 
imperial and local taxation : one wliicli seems to estimate as 
accurately as is possible the oMef taxes on expenditure, save 
that it adds to the btirden on the wealthier class the duties on 
the consumption of their servants, the objection to which has 
^ been stated already. Summing up the results of an investigation 
into the taxes falling on three typical families— the first, a 
common labourer's, with an income of MO a-year ; the second, 
an artisan's, with £85 a-year ; and the third, a middle class 
family, with £600 a-year — Mr. Jevons arrives at the following 
Table:^— 


BsscRirTioK OF Tax. 

Percentage of Income paid in Taxes, by 
Families expending in the Year, re- 
pectiveiy : — 


£40 

£85 

£500 

On Kecessaries, . 

2*1 

1*7 

-8 

On Stimulants, . . . . 

5‘5 

4*1 

1*8 

Direct Taxes, 

— 


2*7 

' Legacy and Probate Duties, . 

— 


•8 

Rates and Tolls, . . . 

2‘5 

2-4 

1*9 

Total Taxation, . 

10-1 

8*2 

8*0 


It will be seen that, aecording to this estimate, the weight 
of taxation decreases as the income increases, being 10*1 per 
cent, on the common labourer's income, and only 8*0 per cent, 
on an income of £500 a-year ; and it seems clear that if the 
estimate had been carried up to the higher incomes, the burden 
would be seen to bear an inverse proportion to the ability to 
tear it. Yet the estimate omits a number of items which, as 
w.e Imve seen, must be included in the real pressure, direct and 
indirect, of taxation on the working classes. To Mr. Jevons’ 


* The Match Tasc, By W. Stanley Jevons, p. 64, As the estimate occurs 
■only incidentally in the able essay refeiTed to, it could not well be exhaustive, 
but it furnishes a good basis for calculafion. 
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estimate ought to be added the in oidenoe, direct or indirect, or- 
both, of the income-tax, the house-tax, the probate, legacy,, 
succession, and other stamp duties, trade licences, taxes on 
shops, and on public carriages, railways, horses, and dogs, and 
sundry taxes paid by a number of small dealers. Above all, I 
submit, with unfeigned respect to Mr. Jevons, that a large * 
addition ought to be made for the losses in ■wages arising from 
the system of indirect taxation. 

Another estimate, hy Mr. Leone Levi, reckons the taxes 
paid by the working classes out of their total taxable income, 
at twelve-and-a-half per cent., and the taxation of the uppei" 
and middle classes at twelve per cent. This estimate includes 
some of the taxes on labour omitted by Mr. J evens, but omits 
a number of others which it has been shown ought to he- 
included. And so far is Mr. Levi’s estimate from taking any r 
account of the loss of wages, or even allowing for the additional 
cost of taxation occasioned by the advance of duties by dealers 
(which Mr. Jevons puts at twenty per cent.) that he strangely 
assumes that the advance causes an addition to wages.^' Never- 
theless he concludes that the whole burden of taxation on the 
upper and middle classes is ^rather less than that which falls 
on the income of the working classes.’ 

Both the estimates just referred to include the important 
element of local taxation. The question now follows, whether 
local taxation redresses or aggravates the very unequal burden 
which, it has been shown, imperial taxation casts on the working 
classes ? 

Some recent writers on locaL taxation set out with the as- 
sumption that local rates in England are always levied on the 
occupier, hut the proposition does not hold good in the case of 
the occupiers of premises of small rateable value ; f the greatest 
diversity of practice exists in difiEerent towns and parishes ;witE 
respect to the levy of rates on owners and small occupiers* 

^ By Leone Levi, p, 10. 

f See with respect to the levy of poor-rates, in the case of small t)cenpiers, the- 
^oor Hate and Collection A.ctj 1869. The levy of other rates is affected, 

hy a numher of Acts, and the powers given to authorities. 
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But the real incidence of rates does not depend on their levy 
from owner or occupier, and the subject is one of great com- 
plexity, though some economists find a simple key to its solu- 
tion in the doctrine of an equality of the profits of different 
occupations and investments. Neither farmers, house builders, 
* nor people in trade, they argue, will take less or can get more- 
than ^ average/ ordinary,^ or ‘ naturaF profits ; none of them, 
therefore, will hear special taxation, and the rates in the case of 
fanners will fall on land-rent ; in the case of houses (unless in 
special situations, where the ground owner is affected), on the 
occupiers ; in the case of the premises of traders, on consumers. 
Eespecting the profits of farmers, I will only say, so far are 
they from being determined hy a knowledge of the profits of 
other oeeupations, that a farmer seldom knows the profits of 
» any other business in the neax^est market town, and never knowa 
the profits of farming itself in the different j>arts of the kingdom. 
Farming is a speculative business, depending very much on 
the seasons and other local conditions, and its profit varies 
in different localities, under different landlords, with different 
farmers, at different periods. "We can only make sure that 
farmers in general wdll shift the burden of rates from their own 
to other shoulders if they can. And the question follows, Are 
there ixo shoulders but the landlord's to which they may shift 
it? Are there not two other possible sources besides rent, from 
wdiich they may recoup themselves for special local taxation, 
namely, wages and prices ? As regards prices, foreign eom- 
petitioii has hitherto presented no insurmountahle obstacle to- 
a rise in the price of a great part of farming produce, such as 
fresh meat, milk, butter, eggs, and sundry vegetables; the price,, 
of corn itself depends a good deal on the domestic supply. Then 
as to wages, the truth is, that while economists have been 
assgming, contrary to Adam Smith, a free competition and an 
equal rate of wages througho at the kingdom, farmers have had 
all along the price of labour very much under their own control 
in a nun^bor of places. ^ The wages of labour on Salisbury 
Plain, ^ Mr. Caird wrote, in his famous ‘Letters on English 
Agrieultime in 1851 ,’ in wdiich he showed that agricultural 
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wages Yaried from six to sixteen sMllings a- week, ^are lower 
than in Dorsetshire* An explanation of this may partly be 
found in the fact that the command of wages is altogether 
under the control of the large farmers, some of whom employ 
the whole labour of a parish. Six shillings a-week was the 
'amount given for ordinary labourers hy the most extensive 
farmer in South Wilts, who holds nearly five thousand acres of 
land, great part of which is his own property. Seven shillings, 
however, is the more common rate ; ont of that the labourer has 
to pay one shilling a-week for the rent of his cottage.’ Twenty 
years later, wages in Dorsetshire were generally from seven to 
•eight shillings a-week;* and if we look to the low wages of 
labour in many parts of the country on the one hand, and the 
high price of farm produce on the other, it is impossible hot 
to see that farmers in many places have been able to put the 
burden of rates on labourers as well as consumers, and have 
-exercised the power; so that, in fact, labourers have been 
mulcted in both wages and prices. We find here the explanation 
of a difficulty which seems to have puzzled both members of the 
committee of the House of Commons on Local Taxation (1870) 
and witnesses. It was argued, on the one hand, that the great 
increase of rates must have come out of the pocket of the farmer, 
since rents had not fallen ; and, on the other hand, that it must 
have come out of the landlord’s pocket, since agricultural profits 
had not fallen. It seems not to have occurred to either land- 
lord or farmer that a rise in the price of farm produce, without 
a corresponding rise in farm wages, reconciles the two state- 
ments respecting profits and rent, and proves at the same time 
the incidence of the rates on consumers and labourers 

‘ 2373. Are you an owner of land in Somersetshire ?“I am* 

* 2374. Do you farm yonr own land?— I do, 

‘2375. Have you given attention to the subject of rating ?" 
— I have. 

^ ^ * . * , 


* On the different rates of wages of agricultnral labour in England and their 
causes, see the present Writer's England, and the Continent, 

pp. 353-4, 367-79. 
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‘ 2432. Is tins a fair way to state your opinion, that the- 
owner does not reduce the rent in consequence of the rise in the 
rates?— Certainly he does not; I believe that during the last 
thirty years, when the rate has nearly doubled, nearly the whole 
of the increase has been paid by the occupier. 

‘ 2433. Beearise there has been no readjustment of the rent ?• 
—Exactly ; rents are not readjusted very often. Earming is. 
one of those fluctuating businesses that an owner' does not read- 
just his rent very often, perhaps not even for one or more lives. 

‘2435. Then you have this curious result, that though a. 
farmer's profits must be enormously affected by a rise in the 
rates, whicn you have described as 100 per cent., nevertheless, 
it has had no influence on the rent ? — ^Very little indeed. 

‘2445. Have the farmers' profits diminished generally in 
your neighbourhood ? — No ; I think not.' 

But more general incidences of the rates, both in country 
and town, have to be considered. In the first place, on whom 
do the rates on the houses occupied by working people, both in 
country and town, fall? Secondly, what is the effect of the- 
poor-rate on wages ? It would save a world of trouble to follow,, 
in respect to the first question, the formula that the builders of 
houses and investors in house property must get the average 
rate, of profit, and therefore the rates must fall on the occupiers, 
whether working people or not It gives, too, an air of com- 
plete command over the subject, and of rigorous logic, to argue 
strictly from assumptions such as the equality of profits. But 
there are really no such short cuts to the end of economic 
inquiries. In one of the excellent articles on finance which M. 
Leroy-Beaulieu, an economist ofvery high reputation, and editor 
of the JEconomide Fran^cm has recently contributed to that 
usefid journal, it is shown that there are no external eharaoter- 
^.stics by which the State can measure, for the purpose of an 
ificome-tax, the profits of business. ‘ The system is in its very 
nature defective. One of its principal faults is, that it can 
throw no light on the individual profits of each trader : it has, in 
fact, for its base the supposed average profit which each class 
of traders may reasonably obtain. In this system, therefore,. 
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in cliyidual in justices must alway sbe numeroas/— 

Frmigais^ December 20, 1873.) Nevertheless, the State has a 
thousand times better means of ascertaining’ the actual profits 
-of every business than any private person in business can have, 
inasmuch as it can make it the business of a large staff to collect 
information on the subject in every locality, while each man in « 
business 3 ^ust mind his own business, instead of the business of 
dther people all over the country. What would be thought of 
a project to assess the taxpayers under Schedule D to the income- 
tax, on an assumption that every man actually makes the same 
percentage of profit on his capital ? Such, verily, is the assump- 
tion on which the common theory of the incidence, alike of local 
rates, of customs, and excise duties, is based : a theory which 
suits large and successful capitalists, no doubt ; it justifies both 
low wages and high pi’ices ; and it serves as a screen for enor- « 
mous profits from the competition of ^ low men to borrow the 
language of a high authority in such matters— who would - out 
in ’ if they knew the real state of affairs. A flagrant ig noratio 
elencM in economics has arisen from this readiness to ^out in’ ; 
it is put forward as proving that profits are, by consequence, 
equalized. The fact that capital deserts losing businesses for 
others in which extraordinary profits are made, ju’oves only that 
profits are actually very unequal. The new capital, moreover, 
often comes in only for a loss at the turn of the tide, after the 
earlier men in the trade have doubled their capitals, and a fresh 
inequality is the real eonsequence. Take the common ease of 
building-ground to be let for ninety-nine years, and consider for 
one moment the nature of the assumption that the profit on houses 
is determined by the knowledge which capitalists have of the 
profits of all investments, and the consequent equalization of 
building with other profits. The profits of each occupatiomvary, 
as we have seen, with different individuals, from immense gain to" 
utter ruin, and vary at different times in the case of the same 
individual. We are told by Mr. Brassey’s biographer that there 
were times when he would have died a poor man; and he might 
have died a poor man had the economic assumption been well 
founded, and had other people known the real state of his 
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lusmess. The same capitalist, in several cases known to 
myself, is making i)rofits on different investments under his 
own management, varying from upwards of 100 per cent, 
to a balance on the wrong side. Adam Smith, writing at a 
time when the number of employments for capital was com- 
^ paratively insignificant, when the inodes of carrying on business 
%vere almost stationary, when speculation was a much less active 
element than now, and when all the conditions of an estimate 
of tlie profits of different businesses were comparatively simple, 
said : — ^ It is not easy to ascex'tain what are the average wages 
■of labour even in a particular place, and at a particular time. 
We can, even in this case, seldom determine more than what 
are the most usual wages; hut even this can seldom be done 
with regard to the profits of stock. Profit is so fluctuating that 
^ the person who carries on a particular trade cannot always tell 
you himself %?hat is the average of his annual profit. It is 
affected not only by every variation of price in the commodities 
he deals in, but by the good or bad fortune both of his rivals 
and of his customers, and by a thousand other accidents to which 
goods, when carried either by sea or land, or even when stored 
in a warehouse, are liable. It varies, therefore, not only from 
year to year, but from day to day, and even from hour to hour. 
To ascertain what is the average profit of all the different trades 
carried on in a great kingdom must be much more difficult ; and 
to judge of what it may have been formerly, or in remote periods 
of time, must be altogether impossible.’ 

The doctrine by which eminent economists of our own day 
affect to determine the incidence of rates assumes much more 
than the knowledge of whieh Adam Smith demonstrated the 
impossibility. It assumes that capitalists not only know the 
past^and present profits of all occupations and investments, but 
^ foreknow them at remote periods — to the end of a long hnilding- 
fease, for example. Tet it is clearly impossible for persons 
co^itemx)latixig the building or buying of new houses to foretell, 
evep. for twenty years, the profits that single investment will 
yield. The movements of business and population, the demand 
for houses and other buildings, the increase of wealth and 
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money, and the general range of incomes and prices, the supply 
of new houses on the spot, the means of locomotion bringing 
other districts within reach, all defy ealeulation. The under- 
ground railway defeated the expectations of many house-owners 
in London. There are indeed house-agents who will affect to 
tell you the rate of profit on houses, just as there are actuaries- 
who profess to be able to capitalize and assess to the income-tax 
the profits of eveiy man in eyery business, though of two men 
assessed at the same rate, one will he bankrupt within the year, 
and the other will make money for half a century, and die 
richer than Mr. Brassey. The truth is that the profits of house 
property, the rents that can he exacted from occupiers, and 
the incidence of rates, depend on no such fiction as Hhe average 
rate of profit,’ hut on the demand for and the supply of houses, 
and these conditions vary from time to time, and from place to 
place. The house-builder, having cast in his lot with house 
and ground, and covenanted to pay a ground-rent, determined, 
not by any knowledge of the profits of all occupations, hut 
simply by the local demand for and supply of building-ground, 
afterwards makes such terms as he can with his tenants. And 
the constant increase of population, the narrow limits of distance 
from their business within which it is convenient to most people 
to live, and the cost and trouble to existing occupiers of removal, 
give the owner, in most cases, the stronger position, and enable 
him to throw any increase in the rates on the occupier. But, on 
the other hand, if rates were abolished, house-owners in most 
places might exact some addition to their rent, and to that 
extent they may he said to pay a part of the present rates in 
reduced rents ; their power of raising the rent on the abolition 
of rates being limited, not by any ^ average rate of profit,’ but 
by the supply and demand for houses, and the encouragement 
to building which the prospect of higher rents might ocGasmii.*^ 
No universal or strict rule, therefore, can he laid down on "the 
subject; but, generally speaking, the occupier is the weaker 
party, and the chief burden of the rates can be laid upon him. 

In the case of occupiers of the working class, the inquiiies 
I have been able to make lead to the conclusion that, generally 
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speaMng. tixe bulk of tbe rates falls either directly, or indirectlv 
in rent, upon them ; but as rent usually could and would be 
somewhat raised, were rates to be done away with,. a part may 
be said to fall on the houseowner. It would be unfair, at the 
same time, to take no account of the fact that on some lar^e 
•estates, owing to the Hberality of the landlords, the payment of 
the rates on the cottages of labourers falls altogether on the 
former. So differently, indeed, are labourers cmoumstanced in 
: respect of both house-rents and rates, as weH as of wages In 
different places, that in one parish I know of, belonging to a 
large proprietor, the labourer pays only £2 12.. for a decent 
cottage and garden, and nothing for rates ; while in neighbouring 
parishes, in which the rate of wages is the same, he pays £6 for 
a worse house without garden, and the rates in addition The 
estate of the great landlord is, to speak fairly, in most eases 
the best estate for the labourer to live on. Where great 
landlords and great e.states injui-e the working classes, are as 
buttresses of a .system which keeps land out of the market 
obstructs agriculture, manufactures, and trade, and causes the 
very notion of little farms to appear a chimera to the untravelled 
Englisliman. ^ 

The only conclusion we can come to with respect to the 
incidence of rates, as between owner and occupier, is that 
generally the working man, as occupier of a house in country or 
town, pays (sometimes, to a man as poor as himself) all the 
rent that can be screwed out of him. A little more could be 
screwed out of him were there no rates, and to that extent the 
rates may’’ be said to fall on the owner, the remainder being 
borne by the workman. Even where the local authorities 
exempt the occupier from the payment of rates on the score of 
poverty, the rent is often raised in proportion. But it must 
ifot be forgotten that, whatever may be the incidence of the 
rates, as between owner and occupier, working men are now, 
in a considerable number of cases, the owners of the houses they 
occupy, and bear the whole burden of the rates, even where 
their houses are mortgaged. In not a few eases, moreover, the 
owners of the cottages occupied by workmen are themselves 
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working men; and here, too, whatever the incidence of the 
rates, as between owner and occupier, working men pay the 
entire amolmt. It is estimated that there are 2000 building 
societies in England, and although the Enghsh building societies 
do not build, they adyance money to working people both to 
buHd and to buy houses, and the number of houses consequently* 
owned by men and women of those classes in some places is truly 
prodigious.* ‘ We have,’ says a witness connected with some 
of the chief building societies in Eirmingham, in evidence be- 
fore the Friendly and Building Societies’ Commission, ‘13,000 
houses in Birmingham belonging to otxr working men. We 
have streets more than a mile long, in which absolutely every 
house belongs to the working classes.’ The value of a working- 
man’s house,, and the amount of the rates on it, are sometimes 
considerable. ‘ To-morrow,’ says another witness before the 
Commission, ‘ I have to settle an advance to a workman on the 
Metropolitan Eailway ; we are to lend him £360 ; he has bought 
a house for £420.’ The amount of local taxation on a town 
workman’s house is, in short, sometimes actually not far below 
the amount paid by a millionaire, who keeps only an' office in 
town, and lives in a parish where rates are low. But it is not 
town workmen only who pay rates as owners of houses. The 
famous Mr. Joseph Arch, for example, has long been a village 
ratepayer, as owner of a house left to him by his mother*. 

Two other classes of working people ought not to be left 
unnoticed, who are neither owners nor occupiers of whole 
houses, but letters of lodgings and lodgers. The vestry clerk 
of St. Leonard’s, Shoreditch, gave the following evidence before 
the Poor-rates Assessment Committee of 1868, with respect to 
inhabitants of houses of £10 a-year rateable value in that 
parish : — ** 

‘ 2643, Do you know in what way those people are employed 

* A uaefur Essay on English Building Societies has been published ^)y Mr. 
Ernst von Planer (lately First Seoretaiy to the Austrian Embassy in London, 
now a Member of the Austrian Parliament), the author of a IliUory of English 

Factory legislation, oi which an English translation was procured by ’ Mr. 
Mundella. 
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wlio live m tliose houses?- A great many of them have stalls 
m the street, and they go out with hearthstones, and there are 
a gi eat many birdcatchers and briokmakers. * 

_ ‘ 2544. Are there many bricklayers and masons’ labourers ' 

in your parish ?-Tes, there are a good many bricklayers, and 
a good many cabinet-makers. 


‘ 2o46. Do those people chiefly take in lodgers in their 
houses ?-A great many of them take a house-for instance 
widows, and tliose sort of people~and let it out to lodgers ’ ’ 

The vestry clerk of Bethnal Green also gave evidence 

Ai-e the people who occupy a £10 house, ' even 
though they pay a weekly rent, unable to pay their rates ?— 
In many instances they take in lodgers, and with that they are 
scarcely able to get along.’ 

It may be assumed, for the reasons given above respecting 
occupiers, that in such cases the letter of the lodging in the 
first instance generally pays at least the greater part of the 
rates in rent, but the c[uestion follows — Is it finally paid by the 
lodging-letter or by the lodgers ? The stoutest advocate of 
‘the average rate of profit,’ as the key to the incidence of 
taxation, will haidly contend that costermongers, sellers of 
hearthstones, birdeatchers, bricklayers, and poor widows in 
Shoieditch aie aecuiately informed respecting the rates of 
profit to be made in every trade and investment. The ease 
indeed, falls within one of the exceptions which Adam Smith 
emphatically made to the doctrine of a tendency of the gains of 

different occupations in the same neighbourhood to equality 

exee.ptions wfiiioh deprive the doctrine of all application to the 
profits of English trade at the present day. There is no general 
principle to determine the incidence of rates in the ease of the 
^lodgiags of poor workpeople. We can only assume' that the 
lettQi-s of such lodgings get as much rent as they can, but its 
'payment is precarious ; and even if they succeed in shifting 
both their own rent and the rates on their lodgers, they pay 
themselves for the exemption in discomfort and injury to health. 
And whether they or the lodgers are the real ratepayers, the 
rate falls on a working class. Nor does the incidenoe of local 
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taxation on tlie woi'king classes end there. Both as consumers 
and as pi’oducerSj they are likewise contributoi’S to local rates 
levied on s]i6ps and other trade premises, and to tolls and dues 
for roads, bridges, canals, ferries, fairs, markets, and harbours. 
They contribute as consumers, like other classes, when the price 
of the commodities they use is enhanced by such local taxation. 
And they pay much more heavily as small producers and 
dealex^s, when their business is unremunerative, and they fail 
to recover their outgoings. It has been demonstrated already 
that so-called indhect imperial taxes are often crushing direct 
taxes on poor working men and women with a small stock in 
trade; and local taxation, too, is sometimes the last straw that 
breaks the hack of the petty trader. It is, therefore, certain 
that, on the whole, the working classes bear out of their scanty 
incomes an amount of local taxation in rates which forms a 
heavy addition to their imperial taxation. What, then, if 
nearly one-half of the whole amount levied in rates is applied 
in a manner which makes it, in fact, to a great extent a deduc-^ 
tion from wages? What if, in addition, a great part of the 
remainder of the local revenue is applied to purposes from 
which the owners of property derive the chief, and, in some 
cases, the whole advantage, as in the case of various permanent 
local improvements, and other objects of local expenditure which 
raise the value of land and buildings ? 

Out of nearly twenty- two millions of local taxation in Eng- 
land and Wales, between seventeen and eighteen millions are 
raised directly by rates, and of this amount about eight millions 
are applied, directly or indirectly, to the relief of the poor. 
But that the relief of the poor cheapens labour, and is to a 
considerable extent taken out of wages, as Mr. Purdy and Mr. 
Thorold Eogers have argued, appears incontrovertible. -^I by 
no means go the length of saying that its operation in Jhat*" 
respect can be nicely calculated, or that the whole of the fuiui' 
raised for the relief of the poor— who must not in that sens^, be 
confounded with the working classes, many of whom never get ■ 
any relief, and who are not the only classes relieved— is prac- 
tically a deduction from wages. But it is certain that, were 
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it not for the poor-rate, there would be a smaller supply of 
labour, and a higher rate of wages Both the preventiye and 
the positive cheeks to population would act in incfreased force. 
There would be fewer iminnvident marriages and more emi- 
gration, on the one hand; and more deaths from sickness and 
* want, more vagrancy and mendicancy, on the other hand. If 
the poor-rate were abolished, the difference would not all go 
into the pockets either of landlords or farmers in the country, 
or of owners or occupiers in towns ; for wages would certainly 
rise in both country and town. And it follows that many 
members of the working classes contribute in poor-rates to a 
fund from which they not only derive no advantage, but which 
is so applied that it diminishes their own earnings. They are 
taxed, therefore, twice to the poor-rate; and they are taxed 
farther for local improvements, from which a wealthier class 
derives the chief benefit. It is not, indeed, possible to measure 
exactly the amount of benefit derived by diffei’ent classes from 
the objects of either imperial or local taxation. And few falser 
maxims of finance have ever been propounded than that of the 
great French economist, M. Say, which Sir William Harcourt 
appears to follow, that ^ the best system of finance is to spend 
little, and the best taxation is that which is least in amount.’ 
On the contrary, as Mr. Wells observes in a Report on the 
local taxation of New York, probably there is no act which 
can be performed by a community, which brings in so large a 
return to the credit of civilization and general happiness, as the 
judicious expenditure, for public purposes, of a percentage of 
the general wealth raised by an equitable system of taxation. 
It will be found to be a general rule that no high degree of 
civilization can be maintained in a community, and indeed no 
highly civilized community can exist, without comparatively 
taxation.’ Mr. Wells cites^ in the same Report, the wise 
"rmiiark of Mr. levons : — 'There is sure to be a continuous 
inc:^ase of local taxation. We may hope for a reduction of 
the general expenditure, and we shall expect rather to reduce 
thau raise the weight of duties; but all the more immediate 
needs of society— boards of health, medical officers, public 
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schools, reformatories, free libraries, highway boards, main- 
drainage schemes, water supplies, purgation of rivers, improved 
police, better poor-laws-~these and a score of other costly 
reforms must be supported mainly out of loeah rates.’ The 
working classes undoubtedly share the benefits of such in- 
stitutions, but a much larger share often accrues to a wealthier" 
class, whose contribution, in proportion to their ability, is 
immeasurably smaller. Local improvements in towns, for ex- 
ample, whether made by municipal authority or by great com- 
panies, often raise prodigiously the value of the property of the 
rich, while causing only loss and distress to working people, 
whom they disturb from their dwellings, whose rents they raise, 
and who do not remain long enough to participate in the ulti- 
mate advantages. 

As in the case of imperial, so in the ease of local taxation, 
I make no pretence to offer an exact estimate of the relative 
burdens imposed on the working and other classes. But the 
candid reader who has followed the investigation which my 
limits have narrowly circumscribed must, I think, be convinced 
that, on the one hand, imperial taxation falls with enormously 
disproportionate weight on the working classes ; and, on the 
other hand, local taxation, in place of redressing, greatly ag- 
gravates the inequality. I will venture only to add that, under 
these circumstances, to aholiah the income-tax on Schedule D 
(which includes many of the wealthiest and least taxed men in 
the world), instead of repealing the duties on sugar and tea, 
would be a monstrous injustice. In a debate in the House of 
Commons on local taxation, in 1872, Mr. Rathbone, M.P. for 
Liverpool, said: ‘ Local taxation, as at present levied, pressed 
heavily on labour as compared with capital, and the wealthiest 
classes were allowed to escape from paying anything like their 
fair share of the rates. In the case of London, or any 
port where merchants were the wealthy class, and their visible^ 
personal estate consisted mainly of ships and stock- in-teade 
of great value, the anomaly became apparent. It was this class 
who directly or indirectly derived benefit from the labouring 
classes, so long as they were earning wages, and escaped almost 
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entirely when ttey hecame chargeable. From in(jiiiry into a 
nninber of cases he had ascertained that many large merchants 
and brokers were only paying one-half to two per cent, (in 
rates), while the labouring men in their employ were paying 
twice to seven times as much in proportion to their income, 
'•In a word, a merchant, or shipowner, deriving an income of 
£15,000 a-year from a capital of £150,000, paid £82 in rates 
on his counting-house and warehouses, and £65 on his suburban 
I'esidence assessed at £450 a-year. The young doctor or solicitor 
paid £14 out of his income of £600 a-year on his £60 house ; 
and the labourer £2 86*. out of his £1 46. a- week on his 46. 
cottage. Thus an income of £15,000 a-year paid less than 
1 per cent. ; an income of £600 a-year paid 2| per cent, ; and 
an income of £1 46. a- week paid 4 per cent.’ 

’ Take also the eviclence of a witness before the Select Com- 
mittee on Local Taxation 

^ 2792. You are a Justice of the Peace at Liverpool P-—I am. 

^ 2793. Have you been a member of the Town Council at 
Liverpool ? — Yes, for many years. 

^2938. . . , A gentleman comes and hires an office in 
Liverpool, and he makes his £50,000 a-year in it ; but he goes 
and lives in Cheshire, and pays nothing to the rates of Liver- 
pool beyond the rates that are levied on his office.’ 

The Chairman of the Middlesex Quarter Sessions, again, 
stated with respect to the metropolitan county in which so 
many millionaires live : — - 

^ Unfortunately the rates do not keep pace with a man’s 
•wealth ; there is many an individual that has £10,000 a-year, 
wLose rates are perhaps no more than upon a house of £500 
a-year, and there is the injustice, I think, of the poor-rate.’ 

The levy of a large portion of the revenue by indirect taxa- 
^tiog^ives, howevex', the smaller incomes included in Schedule D 
5maim to exemption, and the argument for it is fortified by 
the ./act that otherwise the income-tax must, for reasons given 
above, fall indirectly on the working classes. Those classes are, 
moreover, virtually subjected to a heavy income-tax (though 
one which brings nothing into the treasury of the State) in the 
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diminutiou of wages resulting from customs and excise duties 
and regulations* A remodelled succession duty, equalling the 
duties on r^al and personal property, and raising both in the 
case of remote successions, but reducing both in case of suc- 
cessions to in’operty of small value, seems the best remedy for 
the inequalities of the income-tax as regards permanent and ^ 
temporary incomes — inequalities which are not peculiar to the 
income-tax, being incident also to all duties on articles of com- 
mon consumption. To substitute a naked property-tax for the 
income-tax is to tax the houses and savings of poor working 
people in order to exempt the income of the Rothschilds from 
taxation. 


XXV. 

BEITISH OOlWbIA IN 1862 .^ 

Otpi most distant Nortli American colonies, Britisli OolumKa 
and Yancouver Island, move in a course the very reverse of 
%vhat Adam Smith has called the natural progress of opulence. 
He argues that as subsistence is necessarily prior to comfort and 
luxury, the cultivation and improvement of the country must, in 
V the nature of things, precede the growth of towns, and the greater 
part of the capital of a rising community must be first directed 
to agriculture, next to manufacture, and last of all to foreign 
commerce. This necessary order of things is also, he observes, 
in conformity with the natural inclinations of mankind ; agricul- 
ture heing the pleasantest of all occupations, and being unattended 
■with the risks of trade. From these premises the philosopher 
concludes that if Imman institutions had not thwarted nature, 
the towns would nowdiere have increased beyond what the im- 
provement and cultivation of the territory in which they were 
situated could support, until the whole of that territory was 
completely cultivatecL. But he points out that this natural 
order of progress wnis inverted in the growth of all the States 
of Europe after the dissolution of the Eoman Empire. The 
foreign commeree of these cities introduced all their fine manu- 
factures, and manufactures and commerce together gave birth to 
the principal improvements of agriculture. The causes which 
^ forced the different countries of Europe into ^ the unnatural and 
i^etrograde order ’ are investigated in the Third Book of the 
W^^alth of Nations; and the exifianation amounts in brief to 
this, that the medimval laws and customs affecting the owner- 
ship ♦and tenure of land discouraged agriculture, while the 

^ ib^tUurdai/ October 25, 1862. 
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inhabitants of towns arrived at independence and liberty niuob 
earlier than the occupiers of the soil. 

But bow" are we to account for the phenomenon that the 
youngest colonies of Great Britain in North America are 
following the same paths of progress as the feudal States of the 
Middle Ages? The very first consequence of the rush to the 
mines of British Oolumbia in 1858 was to create the flourishing 
town of Victoria in Vancouver Island, which before was merely 
a factory of the Hudson Bay Company. On the mainland, the 
less populous and less prosperous town of New Westminstei'*, the 
capital of British Columbia, grew up, betw^een which and the 
mining districts are now several smaller towns. All these towms 
are purely commercial. In Vancouver Island agriculture is 
still in its infancy. In British Columbia it can hardly be said 
to exist as yet. In the latter the colonial population, as distinct ' 
from the native Indian tribes, consists almost exclusively of 
miners, shopkeepers, carriers, or packers, town and road 
labourers, and military and civil officials — tbe mining element 
largely preponderating during the mining season. Some time 
ago the Victoria ‘ Daily British Colonist,’ a sensibly written, 
but villainously printed paper, observed :—VTIio town and 
country begin to swarm with men, most of them inured to 
labour. The majority are, perhaps, better aecpiainted with 
agriculture than with any other art,. Yet all profess to he 
bound for Cariboo. Agriculture seems never to be taken into 
account.’ This is a state of things not only irreconcilable, in 
appearance at least, wdth Adam Smith’s doctrine, but diametri- 
cally opposed to the precepts of a yet more famous philosopher 
respecting a colonial community. VThe people wherewith you 
plant,’ according to Lord Bacon, ‘ ought to be gardeners, 
labourers, smiths, carpenters, joiners, fishermen, fowlers, ^vith 
some few apothecaries, engineers, cooks, and bakers. But,!,^^ 
adds, ‘ moil not too much underground, for the hope of mines is " 
uncertain, and useth to make the planters lazy in other things.’ 

Were there no land fit for either pasture or tillage in British 
Oolumbia, it would be needless to say anything more about 
the cause of the backwardness of agriculture. No one now 
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disputes that Yancoiiyer Island possesses, in addition to a 
climate closely resemhling that of England, several rich tracts 
of arable and pasture land, -which are however only beginning 
to be settled. But as to the agricultural capabilities of British 
Columbia, there has been some controversy, which appears to 
have arisen from a confusion between the coast and inland dis- 
tricts. In the former, mountains and forests predominate, 
hut the mines are all in the interior, and beyond the range of 
the Cascade Mountains. There is abundant room for a large 
farming population. In the country of the Thompson, the 
Bonaparte, and the Pavilion Eivers, for example, as well as in 
that of the Simillvameen and of the O’Kauagan Lake, there are 
great tracts of excellent land. The soil and climate are not the 
obstacles to the growth of agriculture in British Columbia. The 
’‘traveller there may indeed he reminded of the gloomy horrors 
of ‘ those aiiatted woods where birds forget to sing/ to which 
the exiles from the Deserted Village were driven ; but we have 
uiicpiestionahle evidence that between the Thomx:)Son and the 
Giiesnelle Eivers there are vast undulating table-lands where 
there is not more than sufficient wood for the settlers’ require- 
ments. The traveller, for instance, from Kamloops naay canter 
his horse for days without a check from the nature of the 
ground, tmiiing him out to grass at night. Such being the 
capabilities of this country, the ‘ British Colonist ’ im}}resses ux>on 
its readers that there is a w^ay in which a fortune can be made 
in British Golimihia without hreasting the snow on the hills or 
packing beans and bacon on their backs from creek to creek in 
Cariboo : — ^ That way is simjfiy by taking farms on the road 
to Cariboo, That w'ay is by raising hay, oats, wheat, potatoes, 
beans, pork, beef, and mutton. These are the commodities that 
^ can So most easily exchanged for gold. There is not a country 
the faeo of heaven that now offers such brilliant induce- 
ments to the farmer as British Columbm^^^^ 

^liow is it tEen that such brillia^ inducements have been 
held out in Tain if they exist ? Is it simply an instance of the 
trutlf of Bacon’s observation, that the hoxre of mines uset^^ 
make the planters lazy in other things ? Or is there anything 
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inliabitaiits of towns arriyed at independence and liberty mncb 
earlier tban tbe occupiers of the soil. 

But how^ are we to account for tlie phenomenon that the 
youngest colonies of Great Britain in North America are 
following the same paths of progress as the feudal States of the 
Middle Ages? The yery first conse(][uence of the rush to the "" 
mines of British Columbia in 1858 was to create the flourishing 
town of Victoria in Vancouver Island, which before was merely 
a factory of the Hudson Bay Company. On the mainland, the 
less populous and less prosperous town of New^ Westminster, the 
capital of British Columbia, grew up, behveen wdiieh and the 
mining districts are now^ several smaller towns. All these towms 
are purely commercial. In Vancouver Island agriculttire is 
still in its infancy. In British Columbia it can hardly be said 
to exist as yet. In the latter the colonial population, as distinct * 
from the native Indian tribes, consists almost exclusively of 
miners, shoj)keepers, carriers, or packers, town and road 
labourers, and military and civil officials — the mining element 
largely preponderating during the mining season. Some time 
ago the Victoria ‘ Daily British Colonist,’ a sensibly written, 
but villainously printed paper, observed The town and 
country begin to swarm with men, most of them inured to 
labour. The majority are, perhaps, better acquainted with 
agriculture than with any other art;. Yet all profess to he 
bound for Cariboo. Agriculture seems never to be taken into 
account.’ This is a state of things not only irreconcilable, in 
appearance at least, with Adam Smith’s doctrine, but diametri- 
cally opposed to the precepts of a yet more famous philosopher 
respecting a colonial community. ‘ The people wherewith you 
plant,’ according to Lord Bacon, bought to be gardeners, 
labourers, smiths, carpenters, joiners, fishermen, fo'wierSj'^with 
some few apothecaries, engineers, cooks, and bakers. But,!,^*" 
adds, ^ moil not too much underground, for the hope of mines is " 
uncertain, and useth to make the planters lazy in other things.’ 

Were there no land fit for either pasture or tillage in British 
Columbia, it would be needless to say anything more about 
the cause of the backwardness of agriculture. No one now 
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disputes that Vancouver Island possesses, in addition to a 
climate closely resembling that of England, several rich tracts 
of arable and jrasture land, which are however only beginning 
to be settled. But as to the agricultural capabilities of British 
Columbia, there has been some controversy, which appears to 
have arisen from a confusion between the coast and inland dis- 
tricts. In the former, mountains and forests predominate, 
but the mines are all in the interior, and beyond the range of 
the Cascade Mountains. There is ahimdant room for a large 
farming population. In the country of the Thompson, the 
Bonaparte, and the Pavilion Eivers, for example, as well as in 
that of the Simittameen and of the O’Kanagan Lake, there are 
great tracts of excellent land. The soil and climate are not the 
obstacles to the growth of agriculture in British Columbia. The 
' traveller there may indeed be reminded of the gloomy horrors 
of ^ those matted woods where birds forget to sing,’ to which 
the exiles from the Deserted Village were driven ; but we have 
unquestionable evidence that between the Thompson and the 
duesnelle Eivers there are vast undulating table-lands where 
there is not more than siifRcient wood for the settlers’ require- 
ments. The traveller, for instance, from Kamloops may canter 
his horse for days without a check from the nature of the 
ground, tuniing him out to grass at night. Such being the 
capabilities of this country, the British Colonist ’ impresses upon 
its readers that there is a way in which a fortune can be made 
in British Columbia without breasting the snow on the hills or 
packing beans and bacon on their backs from creek to creek in 
Cariboo That way is simply by taking farms on the road 
to Cariboo. That waiy is by raising hay, oats, wheat, potatoes, 
beans, pork, beef, and mutton. These are the commodities that 
^ can Be most easily exchanged for gold. There is not a country 
^jw»4er the face of heaven that now oilers such brilliant induce- 
ments to the famier as British Columbia.’ 

'^IIow is it then that such brilliant inducements have been 
held out in vain if they exist ? Is it simply an instance of the 
trutlf of Bacon’s observation, that the hope of mines useth to 
make the planters tey in other things ? Or is there anything 
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peculiar to tlie economic condition of a gold country tending 
to th.e discouragement of agriculture, and to the removal of 
the order of industrial development that Adam Smith describes 
as the natural one? Upon Adam Smith’s own principles it 
follows that the industries which supply the prime necessaries 
of the miner’s life and occupation must he the first to settle ^ 
themselves near the gold diggings, and this alone would ac- 
count for commerce taking precedence of agriculture, since the 
miner cannot wait for food until it is grown in his new country, 
and he wants many things besides the food that the most fertile 
soil can supply him with. He wants, for instance, first of all 
things, whisky. ^ If you ask/ says a Cariboo correspondent 
of the ^British Colonist,’ “^why provisions are so high, look at the 
nature of the first invoices which invariably follow civilkation, 
and the predominant article will invariably be whisky/ The • 
miner wants also tools, boots, and other articles, which will not 
grow out of the ground, and which he must get from the mer- 
chant, and not from the faimer. For this reason alone we might 
look for the appearance of ships before farms in a mining colony, 
and the growth of towns before the cultivation of the counix’y. 
But this is not the whole of the matter. Another principle, 
known to the student of modern political economy, is on the 
side of commerce against agriculture. That is, when a country 
has a pre-eminent advantage over other countries in the produc- 
tion of one or two, commodities, it rnay he more profitable to 
import than to produce at home commodities for the production 
of which it has not so decided a superiority. It may be that 
British Columbia has pastures richer than any in the British 
Isles; yet it may he cheaper to bring English cheeses and Irish 
cattle round Cape Horn than to find them in the colony. The 
^ British Colonist’ speaks of Cariboo prices as offering a bdantj . 
on farming near Cariboo, but forgets that those prices 
impose an enormous tax on the farmer, who has to pay for" 
labour and every other requisite at an extravagant rate. (3K>ld 
is cheap at Cariboo, and dear abroad ; it flies from the cheap to 
the dear market, and the first people to surround the min^ are 
those who act as his agents and carriers to and from foreign 
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countries. Packers, storekeepers, mercliants, are the people he 
deals with, because- they fetch what he wants from j>laoes where 
gold is compai’atiyely scarce, and labour comparatively cheap. 
The metallic riches of British Columbia make agriculture pro- 
portionately costly in the colony, since every labourer looks for 

* a miner’s earnings, and farm labourers are not to be had unless 
for enormous wages. It is not, then, absence of fertile land, nor 
the presence of Bed Indians and mosquitoes that forms the main 
impediment to farming in British Columbia ; it is the presence 
of ’mines of still greater fertility for the time than its richest 
soils. The distance of the mines from the coast, the distance, 
again, of the colonial harhoui’s from Oregon and San Prancisoo, 
anay afford protection to the colonial producer of fresh meat and 
vegetables for the gold diggings; but the growth of cereals 

* to any extent, or anything in the nature of elaborate agricul- 
tiu’e, is not likely to be seen in British Columbia for years. Its 
exports of gold for some time will probably be great, and its 
imports of provisions in exchange will as probably not be small. 
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ATJVEEaXE.^ 

In the magnificent picture, of the physical geography of Erance, 
with which the genius of Michelet has illustrated its history, 
only a few harsh touches are given to the province of Auvergne, 
depicted briefly as a land of inconsistencies and contradictions, 
cold beneath a southern sky, and inhabited by a southern race 
shivering on the ashes of volcanoes ; a land of vineyards, whose^ 
wine does not please, of orchards, of which distant strangers 
eat even the commonest fruits, and one to whose mountains 
thousands of emigrants yearly return withotit a new* idea. 
It is, in fact, a land of contrasts, physical and moral ; containing 
regions whose features, social and economic, as %vell as geological, 
are widely dissimilar. Tet the contrasts involve no real contra- 
dictions. The chief physical contrast is between mountain and 
plain, and remarkable economic and social diversities spring 
from it. But mountain and plain are correlatives and comple- 
ments, not contradictions, to one another ; and differences of 
life, occupation, usage, thought, and feeling in their inhabitants 
are but oonseq'uenees of the same laws of human nature, 
operating under diverse conditions, and afford excellent illus- 
trations of the mode in which differences of structure and 
character in human societies, often superficially attributed to 
diversity of ancestral origin or race, are really produce^. 

^ Fortnightly lievietv, December, 1874.— Some controversy exists on tliohjistinfc 
"wliether, in translating tlie name T Auvergne, the EngHsli article should be nsc3^ 
as in the case of the Bourbonnais, the Lyonnais, the Yivarais, the Ardennes, the 
Seine, the Creuse, &c., or whether we should say simply Auvergne, as in th^case 
of Normandy, Brittany, Picardy, Flanders, &c. A German philologer whom I 
consulted on the point, and in whose opinion a French i>hiIologer also ccg;isulted, 
concurs, draws the following distinction between the cases in which the article 
should he used in English, and those in which it is more idiomatic to discard it 
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It is not tlie scenery of Auvergne tliat tMs essay seeks to 
describe, but some of its chief economic and social phenomena ; 
they are, however, so related to some of its j)hyaicar features, 
that the latter cannot be left altogether unnoticed. Of the 
two departments into which the ancient province once called 
♦ Arvernes, from the Arverni, is now divided, that of the Cantal, 
formerly La Haute Auvergne, is wholly a mountainous region ; 
while the richer, more populous, and far more important de- 
partment of the Puy-de-D6me— so named from the huge moun- 
tain overhanging Clermont-Ferrand, its caiutal—contains both 
mountainous districts, and also the famous plain or valley 
named the Limagne, traversed by the railway from Gannat to 
Issoire ; of which, thirteen hundred years ago, King Ohildeherfc 
said, ^ there was hut one thing lie desired before he died, that 
« was to see the beautiful Limagne of the Auvergne, which was 
said to be the masterpiece of nature, and a land of enchantment/ 
A century earlier Sidonius Aj)ollinaris wrote from a country- 
seat in this rich valley, ‘^The Auvergne is so beautiful that 
strangers who have once entered it cannot make up their minds 
to leave it, and forget in it their native land/ The strangers 
who enter Auvergne at the present day are for the most part 
either geologists about to inspect its extinct volcanoes and other 
similar phenomena, or invalids on their way to the mineral 
waters of Eoyat, La Bourhoule, or Mont Lore, or ordinary 
tomists coming to see both its exhausted craters and its baths. 
The geologists and the tourists usually make up their minds to 
leave the province after a few days; and a few weeks at the 
baths generally suffice to give the invalids strength and reso- 
lution to return home. Least of all, perhaps, is the visitor who 
comes (as has happened more than once to the present writer) 

* Tlie Boia’bommk, tlie Lyotiiiais, the Viyarais, are adjectival formations, and 
thesefore natiirally take the article in English. The French departments, again, 
^)eing the names of rivers and nioimtain chains, take the article in English, just as 
we say the Seine, the Loire, the Alps, the Pyrenees, of the rivers and mountains 
theinselves. But the only French province which could properly take the article in 
English W’^ould ho such as La Marche, where English idiom, too, would require xis 
to the March, or the Border. There is nothing to distinguish the case of 
Auvergne from that of Normandy and Brittany, where the article is omitted in 
English, though txscd in French.’ 
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only a few harsh touches are given to the province of Auvergne, 
depicted briefly as a land of inconsistencies and contradictions, 
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shivering on the ashes of volcanoes ; a land of vineyards, whose^ 
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are widely dissimilar. Tet the contrasts involve no real contra- 
dictions. The chief physical contrast is between mountain and 
plain, and remarkable economic and social divex'sities spring 
from it. But mountain and plain are correlatives and comple- 
ments, not contradictions, to one another ; and differences of 
life, occupation, usage, thought, and feeling in their inhabitants 
are but consequences of the same la-ws of human nature, 
operating under diverse conditions, and afford excellent illus- 
trations of the mode in which differences of structure and 
character in human societies, often superficially attributed to 
diversity of ancestral origin or race, are really produce^. 
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^ Forimglttly lievietVy Deceniber, 1874 .- — Some controversy exists on 
whetlier, in translating the name 1’ Auvergne, the English article should he use^ 
as in the case of the Boiirhonnais, the Lyonnais, the Tivarais, the Ardennes, the 
Seine, the Grense, &c., or whether we should say simply Auvergne, as in the case 
of Normandy, Brittany, Picardy, Flanders, A German philologer whom I 
consulted on the point, and in whose opinion a French philologer also ec^sultod, 
concurs, draws the following distinction hetween the cases in which the article 
should he used in English, and those in which it is more idiomatic to discard it : — 
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It IS not tlie sceneiy of Auvergne tliat this essay seeks to 
describe, but some of its chief economic and social phenomena - 
they are, however, so related to some of its physioal features’ ‘ 
that the latter cannot be left altogether unnoticed. Of the’ 
two departments into which the ancient province once cahed 

* Arvernes, from the Arverni, is now divided, that of the Oantal 
foimerly La Haute Auvergne, is wholly a mountainous reo-ion- 
while the richer, more populous, and far more important de- 
partment of the Puy-de-I)6me~so named from the huge moun- 
tain overhanging Olermont-Femnd, its capital-contains both 
mountainous districts, and also the famous plain or valley 
named the Limagne,^ traversed by the railway from Oannat to 
Issoiie; of which, thirteen hundred years ago, Eing Ohildebert 
said, ‘ there wms but one thing he desired before he died, that 

• was to see the beautiful Liinagne of the Auvergne, which was 
said to be the masterpiece of nature, and a land of enchantment.’ 

A centuiy eailiei feidonius Apollinaiis wrote from a countiy- 
seat in this rich valley, ‘The Auvergne is so beautiful that 
strangers who have oneo entered it cannot make up their minds 
to leave it, and forgot in it their native land.’ The strangers 
who enter Auvergne at the lu-esent: day are for the most part 
either geologists about to inspect its extinct volcanoes and other 
similar phenomena, or invalids on then* way to the mineral 
waters of lioyat, La Bourhoule, or Mont Lore, or ordinary 
tourists coming to see both its exhausted craters and its baths. 

Tlie geologists and the tourists usually make up their minds to 
leave the province after a few days; and a few weeks at the 
baths generally suffice to give the invalids strength and reso- 
lution to return home. Least of all, perhaps, is the visitor who 
comes (as has happened more tlia,n once to the iiresent writer) 

. ‘■'Die BourlioimiiLs Ihc T,yoim:d-i, the Vivarais, are udjectiTOl formations, and 
iijwftire iiaturany take tho articlo in English. Tho French dopartmente, again 
the !iaino.s of rivers and nioimtnin chains, take the article in just as 

we say the Seine, the Loire, the -Ups, the Pyrenees, of the rivers and m’ountaiiis 

theWlvos. But the only French proviuee which could properly take the article in 

English would bu such as La Jrariiho, whore English idiom, too, would require us 
to sajj the Jfiirch, or the liorder. There is nothing to distinguish the case of 
Anvorgui! from that of Xoriiurndy and Brittany, where the article is omitted in 
English, though used in Eyench.’ 
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fresh from Switzerland to the Limagne, lifcelj to he moved to 
the enthusiasm of Sidonius Apollinaris hj its scenery ; especially 
just after the harvest, when its corn-fields, like shorn sheep, 
are hare and nnpicturesqne. But the ancient could as little 
have sympathized with the modern traveller's admiration for 
Switzerland. "What he lov^d was a land of corn and wine and €■... 
fruit, and that the Limagne is. His associations with gigantic 
mountains, frowning rocks, tremendous precipices, deserts of ice 
and snow, were horror, hunger, danger, and death. Auvergne 
itself has mountains and rocks, which, picturesque as they are, 
have few charms for those to whom they are assooiatetl only with 
privation and hardship. A woman, of whom I asked my way 
a few weeks ago in the highlands of Mont Dora, said, ^ This is ' 
not a nice country, witli all these mountains and rocks,’ adding, * 
with a horizontal movement of her hand, ‘ I like a flat country/ * 
Her associations with mountain scenery were black bread with 
a few chestnuts and potatoes, water unreddened with the wine 
at which Michelet sneers, hard times in winter, and hot and 
w^eary work in summer, with only one preservative from thirst — 
not to have a hahit of drinking. * Je n’ai pas rimbitude do 
boire, ainsi je ri’ai pas soif,’ she replied to a question suggested 
by my own feelings under a burning sun. In the plain of the 
Limagne she knew that the labourer often owned the ground 
on which he worked, might, if he pleased, drink the Juice of his 
own grapes, and might, if he sold, as Michelet the common 
apples from his orchard in a distant market, instead of eating 
them himself, get 450 francs to the hectare for them, with as 
much more for the grass amidst which they grew. Having heard 
an old woman in a cottage in the Limagne say to a visitor, to 
whom she offered a slice off a huge melon, that she was very 
fond of melons, which are cheap in that region, I asked niy 
friend on the Mont Dore mountain if she liked them. ^ Je ^ 
les aimerais mieux,’ she replied, ‘ s’ils venaient dans* les^ 
montagnes.’ ^ 

A contrast full of instruction and interest, when viewed in 
relation to its causes, between the mountain and the plqjin in 
Auvergne, is the different distribution of landed j^roperty. In 
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the mountainous districts of the Puy-de-Dome, the term large 
property— grande propriete — is applied, as a general rule, 
only to properties of a hundred and fifty acres and upwards ; 
properties under forty acres being there classed as la petite 
p>rop>riete^ and those between forty and a hundred and fifty 
acres as la rnoijenne praprieti. In the Limagne, on the other 
hand, from twenty to five-and~ twenty acres make a large 
property in popular thought and speech, and a multitude of the 
small properties do not exceed a quarter of an acre. The soil 
in this fertile plain has in the last two generations, especially 
the last twenty years, passed almost wholly out of the possession 
of wealthier and larger owners into that of petiis propriitcdres^ 
who cultiyate it with their own hands. The Eeport on 
the Puy-de-Dome, contained in one of the twenty quarto 
, volumes of the “ Bnqu^te Agrioole,’ after referring to the want 
of capital in the mountainous parts of that department, says, 
In the plain, the want of capital does not mate itself felt, in 
consequence of the sale of land in small lots, which has per- 
mitted of the liquidation of property by paying off mortgages ; 
but the species of proprietors has changed, and the man of 
means, the former proprietoi.% has become a capitalist, who has 
invested the proceeds of his land in securities.^ This diversity 
in the distribution of landed property results partly from 
economic causes, partly from profound differences in the feelings 
and ideas generated by opposite conditions of life in mountain 
and plain. The economic causes are by no means the most 
interesting, but they must not be overlooked. In the moun- 
tains, on the one hand, both the comparative infertility of the 
land and the nature of pastoral husbandry tend to maintain 
comparatively large farms, and to prevent their being broken 
up by sale in small parcels. In the Limagne, on the other 
hand, the aptitude of the soil and climate for the production of 
f Tieh plants— the vine, for example— requiring minute cultivation, 
an^ peculiarly suited to spade-husbandry | the rise in the price 
of siich productions in recent years ; the rise, moreover, of 
wages— adding nothing to the expenses of the cultivator who 
employs no hired labour, but heavily to those of the large 
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the monntainous districts of the Pixy-de-Bome, the term large 
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only to properties of a hundred and fifty acres ^nd upwards; 
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hand, from twenty to five-and-twenty acres make a large 
property in popular thought and speech, and a multitude of the 
small properties do not exceed a quarter of an acre. The soil 
in this fertile plain has in the last two generations, especially 
the last twenty years, passed almost wholly out of the possession 
of wealthier and larger owners into that of petite propnetairee, 
who cultivate it with their own hands. The Report on 
the Pny-de-D6me, contained in one of the twenty quarto 
. volumes of the ^ Enqu^te Agrioole,’ after referring to the want 
of capital in the mountainous parts of that department, says, 
^ In the plain, the want of capital does not mate itself felt, in 
consequence of the sale of land in small lots, which has per- 
mitted of the liquidation of property by paying off mortgages ; 
but the sj)ecies of proprietors has changed, and the man of 
means, the former proprietor, has become a capitalist, who has 
invested the proceeds of his land in securities."^ This diversity 
in the distribution of landed property results partly from 
economic causes, partly from profound differences in the feelings 
and ideas generated by opposite conditions of life in mountain 
and plain. The economic causes are by no means the most 
interesting, but they must not be overlooked. In the moun- 
tains, on the one hand, both the comparative infertility of the 
land and the nature of pastoral husbandry tend to maintain 
comparatively large farms, and to prevent their being broken 
up by sale in small parcels. In the Limagne, on the other 
hand, the aptitude of the soil and climate for the production of 
5 Tich plants — the vine, for example— requiring minute cultivation, 
an^ peculiarly suited to spade-husbandry ; the rise in the price 
of such productions in recent years; the rise, moreover, of 
wages — adding nothing to the expenses of the cultivator who 
employs no hired labour, but heavily to those of the large 
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farmer ;— tlie increased gains and savings of both small culti- 
vators and labourers, and their consequently increased purchases 
of land, make a combination of causes tending to minute 
subdivision. Adam Smith, remarking that it was a matter of 
dispute among the ancient Italian husbandmen whether it was 
advantageoixs to plant new vineyards, adds, that the anxiety of 
the owners of old vineyards in France in his own time to 
prevent the planting of new ones indicated an opinion that the 
high profits of vine-growing could last no longer than the 
restrictive laws which they had procured for that purpose. The 
increased growth of the vine around Clermont*- Ferrand in the 
last five-and-twenty years shows what the small proprietors in 
the Limagne now think on the subject. In the arrondissement 
of Clermont alone, between thiify and forty thousand acres of 
both hill-side and plain are now covered by vineyards, which ^ 
formerly were to he seen only on certain slopes with the best 
aspects. 

Yet, after allowing all due weight to the causes referred to, 
it remains certain that causes of a totally diSerent order have 
powerfully contributed to the maintenance of larger properties 
in the mountainous districts than in the plain, namely, the 
greater strength in the former of ancient usage, old family 
feeling, and religious sentiment in both sexes. In the jfiain 
both the sale of land in small plots and the partition of 
inheritances by the law of succession tend to break up family 
properties; in the mountain neither has hitherto operated 
considerably. The Report of the ^ Enquete Agricole ^ on the 
Puy-de-D6me makes no attempt to trace to their sources the 
cuiious diversities of usage and sentiment wdiicli it deseribes ; 
but the description itself is worth citing. ^ The transmission of 
property takes place in a manner essentially different m the 
plain and the mountain. In the plain an inheritance is almost 
always partitioned or sold when a succession (of more than oii©%. 
child) takes place ; if partitioned, each of the heirs takes a part 
of each parcel ; if it is sold, it is so in detail, and by the smallest 
fractions, in order the more readily to find buyers. Everything 
thus contributes to indefinite subdivision in the plain. In the 
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mountams they cling to tlie conservatioE of the inheritance 
unbroken, and do all that is possible in order not to destroy the 
work of the family, and not to divide the paterhal dwelling. 
The daughters willingly consent to take religious vows, and 
renounce the patrimony of their parents ; those who contract 
♦ marriage agree to leave to the head of the family their share of 
the inheritance. It is the same with the sons, of whom some 
become priests, others emigrate, consenting not to claim their 
share of the property ; and it is one of the sons who remains at 
home, working with the father and mother, who becomes in 
turn pinprietor of the paternal dwelling. Thus the principle of 
the law of equal partition is eluded, and it comparatively 
seldom happens that the other children assert their claims, so 
acoe|)ted is the usage in the manners of the mountain/ 

« In Auvergne, as in the department of the Oreuse, one 
reason for the great annual migration of the peasants to the 
’ towns, which, in France, where there is no exodus to foreign 
countries, goes by the name of‘ emigration, is doubtless the 
comparative unproductiveness of mountain land. It cannot 
give bread to all the young men bom on it. But a more 
potent reason, in Auvergne, though one less in accordance with 
old economic hypotheses, is that the younger sons, as the 
‘;^EnquMe Agricole ^ states, seek a suhsistenoe elsewhere, in 
order to leave the property undivided to the elder brother or 
occasionally it is the elder brother who emigrates, relinquishing 
his share to a younger one remaining at home. Thousands of 
Aiivergnats are consequently to he found labouring in remote 
cities, as masons, sawyers, porters, water-carriers, blacksmiths, 
chimney-sweeps ; and it is a saying in the surrounding pro- 
vinces, when some hard work has to be done, ^ H faut attendre 
le passage des Aiivergnats/ 

They have a character in French towns, and French novels, 
^for clownishness and stupidity, derived doubtless from the 
iiatoe of their occupations, as hewers of wood and drawers 
of water. But they show no lack of native shrewdness, 
according to my observation, when questioned on any subject. 
And M. de Lavergne remarked to me lately, that the Auvergnat 
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displays more sagacity in timing Hs migration than the peasant 
of his own department, the Oreuse — M* de Lavergne is deputy 
for the Orense— does. The Auvergnat leaves his home at the 
beginning of winter, when the country is buried irf snow, 
returning in summer, when work of dilferent kinds is going on. 
The Oreuse peasant, on the other hand, goes to Paris, Lyons, or 
some other town, when summer is coming on, and comes back 
in winter, when there is nothing to do. Michelet taunts the 
Auvergne emigrants with bringing back some money, but 
no new ideas. The sum they bring to the poor department of 
the Cantal is put at five million francs (£200,000) a-year, in 
the Eeport of the ‘ Enquete Agricole’ on that department— a sum 
hardly to be despised. But the renunciation by the emigrants 
of their share in the family property certainly shows, if not an 
extraordinary imperviousness to new ideas, an extraordinary 
tenacity of old ones, and in particular of two ideas which are 
among the oldest in human society — subordination to the male 
head of the family, and conservation of the family property, 
unalienated and unpartitioned. The number of younger sons 
from these mountains who become priests is a still more 
remarkable phenomenon, though traceable in the main to the 
same causes. M. Bonnet, of Olermont-Eerrand, being asked in 
the eonrse of his evidence before the ^ Enquete Agricole,’ what 
was the proportion of young men in the plain and the moun- 
tains, respectively, of the Puy~de Dome, who devoted themselves 
to the clerical profession, replied, ‘In the Limagne very few 
young men devote themselves to the religious profession. It is 
from the mountains they come. Half the clergy of the diocese 
come from the arrondissement of Amhert/ 

A few weeks ago, I happened myself to sit beside a party of 
priests at dinner, and learned that four out of the six w-erif born 
in the Auvergne moimtains, which likewise contribute largely 
to recruit the convents with nuns/ M. Bonnet, being asked* 
whether the mountain families do not induce the daughtei^s to 
take religious vows, in order to prevent the partition of the 
family estate, replied, ‘To that I answer in the afBri^ative. 
The parents, in consequence of the piety wHoh reigns in the 
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mountains, are not sorry to see their daughters embrace the 
religious profession, and at the same time to see the family 
property thereby less divided. In general, the eldest son 
remaiift at homo, and the father frequently leaves to him the 
part disposable by will. And when a daughter enters a convent, 
* if the portion she brings to it does not absorb her share in the 
inheritance, she on her side usually makes her will in favour of 
the already favoured brother."^ 

Thus in the Auvergne mountains at this day, Hhe younger 
brother sinks into the priest," just as Sir Henry Maine describes 
him as doing under the influence of primogeniture in feudal 
society. The daughter, too, enters the convent just as she did 
in the middle ages, and from the same causes which actuated 
her then— family sentiment and male primogeniture on the one 
» hand, and | the piety which reigns in the mountains’ on the other 
hand, which is, in fact, a survival of mediaeval piety, preserved 
by certain conditions of life and environment. A reason, it is 
true, sometimes assigned for the number of young women who 
become nuns in the department of the Puy-de-D6me is that 
there are no girls’ schools in the mountains ; the daughters of 
parents who can afford it are, therefore, sent to convents to be 
educated, and the education they receive both unfits them and 
gives them a distaste for the rude life of a mountain farmhouse. 
They learn to make lace and embroidery, but not to mend 
stockings ox' to make butter or cheese. It is, neverthless, 
undisputed that religious feeling and family ideas fill the chief 
place among the motives which lead both the daughters to take 
vows, and the younger sons to become priests. 

I have nowhere met with any attempt to trace to their 
ultimate causes the curious social phenomena just described; 
but G*ne may, I think, point with certainty to the difference of 
environment and conditions of life in the mountain and in the 
»piain, as the source of the superior force of religion, family 
feeKng, and ancient usage in the foimer. On its moral and 
social side, the contrast between mountain and plain is the 
contrast between the old world and the new ; between the 
customs, thoughts, and feelings of ancient and modern times. 



*'422 Auvergne. 

€ 

The principal sources of change and innovation in the plain- 
towns, manufactures, trade, easy communication with distant 
places, variet^f of occupation and manner of life-— are inoperative 
in the mountains. Even in summer, the mountain lie^i aloof 
from the town and its life, communication hetween them is 
tedious for people on foot ; the country carts are of the most 
primitive make, and drawn by slow oxen or cows. Where a 
heavy load has to he brought up hill on the best roads in the 
department, for instance, from Clermont towards Mont Dore, I 
have seen six horses yoked in a curious order to draw it — first 
one wheeler, then two abreast, with three leaders in tandem. 
In winter the whole mountain region is under snow, the roads 
are often impassable, and the members of the mountain family 
are shut up together with their dumb companions, the cattle. 
Then the life of the mountain pastoral farmer is the same fx'om 
father to son, and from age to age; the whole neighbom^hood, 
too, follows the same occupation, and leads the same life, so that 
there is a surrounding mass of uniform and primitive usage and 
thought. But the family is the earliest of social bonds, and it 
is by studying it as it survives in places such as the Auvergne 
mountains, that we can best realiize something of the force of 
that ancient bond, and something of the nature of the sentiments 
which led to the patriarchal authority of the elder brother on 
the one hand, and the conservation of the family property under 
his guardianship and control on the other. Sir Henry Maine 
calls the origin of primogeniture, as affecting the devolution of 
land in the middle ages, one of the most difficult problems of 
historical jurisprudence ; and it has a peculiar difficulty in 
England to which he has not referred. How was it that during 
a period when society was decidedly becoming more orderly, and 
patriarchal rule was giving place to regular government^ the 
division of socage lands among all the sons was superseded by 
primogeniture, the principle already established in the ease of ^ 
land held in military tenure ? A tendency to uniformity indhe 
law, produced by the institution of itinerant royal courts, and 
the bias of the j udges, contributed probably to the change % hut 
something more is required to explain it. The courts proceeded 
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to make custom, instead of the old law of gavelkind, determine 
the succession to socage lands ; hut the question follows, how did 
a custom come into existence contrary to the old law, and to the 
appareat interest of the majority of the family ? And the 
existence at this day, in the Auvergne, mountains, of a custom 
directly opposed to the positive law of the land helps us to 
understand how the English courts were supported by family 
feeling in assuming a custom of primogeniture contrary to the 
old law of division. 

The force of religious feeling, ' the piety which reigns in 
the mountains,' as M. Bonnet calls it in a passage cited above, 
has its root, doubtless, partly in the same conservation of 
ancient sentiment, thought, and belief, which gives the family 
propei'ty to one son, partly in other ideas and feelings gene- 
rated by the conditions of mountain life. As the difierenoe 
between the mountain and plain is a phase of the difference 
between the old world and the new, so is it a phase of the 
difference between country and town. The mountain is, as it 
-were, the country in its rudest primitive form, while the plain 
is, as it were, a great suburb of the towns it contains and has 
•continual intercourse with. The petit propriitaire iii the 
Limagn© has the money-making spirit as strongly developed 
as the town tradesman; sometimes he himself lives in the 
town, and in any case he has frequent transactions of buying, 
selling, and other relations with it. But the money-making 
and eommercial spirit evidently tends to individualism, and to 
the disintegration of the family; and it has ever been found 
also, to foster a secular spirit and repugnance to sacerdotal 
dominion. In towns, moreover, and also (though in a smaller 
degree) in the surrounding plain, men see chiefly the power 
■of man, and unconsciously gather confidence from their own 
numbers against both the powers of nature, which are supreme 
in the mountain, and those supernatural powers which the 
'poppers of nature suggest to rude minds. The difference be- 
tween the force of religious sentiment and reverence for the 
clergy in town and country in Oatholio countries is striking. 
One has hut to look at the way in which a Flanders priest is 
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saluted in the streets of Grhent, for instance, and at some miles^ 
distance in the country, for evidence of the opposite influence in 
this respect of town aud country life. At Clermont-Ferrand, the 
respectable working-man commonly holds aloof from the ^lex’gy,. 
declines their aid, even when in need, and is a%-erse from join- 
ing societies for the mutual benefit of the members, because the- 
clergy take a part in their management. Indications of the 
prevailing disposition in that town towards ecclesiastical au- 
thority have repeatedly come under my notice. One day,, 
last September, I was reading a newspaper in a cafe, w^hen an 
old woman going by observed in the most sarcastic mannei’ 
and tone in reference to a person beside me, ‘Oe monsieur 
appartient a Monseigneur TEvegue, puisquhl a aohete la 
Gazette d’ Auvergne.^ Pointing to another pei’son, she con- 
tinued, ^ Ce monsieur-14 appartient 4 Monsieur le Prefet, 
puisqu’il a achete le Journal du Puy-de-Ddme.’ Then seeing 
both journals in my hand, ^Yoila un monsieur qui a aohete 
tous les deux. II ne salt pas encore a qui appartenir. O’est 
une question difficile.^ No old woman in the mountains of a 
diocese which draws half its clergy from their youth could 
have spoken with such levity of an episcopal dignitary. The 
persistence in the Auvergne mountains of ancient ideas and 
feelings on such subjects as 'both the clergy and family 
property, notwithstanding that thousands of their peasants- 
spend half the year in large towns, affords an instructive 
example, on the one hand, of the profound influence of physi- 
cal geography on the mental constitution of man, and the 
history of the different branches of the race, and, on the other 
hand, of the operation of laws of human nature and motives 
to human conduct, powerfully affecting the economic struc- 
ture of society, the division of occupations, the amount rand 
the distribution, of wealth, ■which are absolutely ignored in 
what still passes with some professed economists for a science 
of wealth. ^ " 

Among the most active agencies in the town which rarely 
reach the mountains in Auvergne is the newspaper, th^; in- 
flnenee of which at Clermont-Ferrand I have heard ecclesi- 
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astics deplore, althougli they themselves employ it to the 
utmost of their power. Arthur Young tells that he could not 
find a single newspaper in a cafe in that town in the autumn 
of 178#, though the air was alive with revolutionary rumours. 
In the autumn of 1874 he might have found half-a-dozen in 
^ any one of several cafes, besides having them pressed upon him 
by newsvendors incessantly passing by. The local journals 
are not sparing of rhetoric, or lacking in party spirit. The 
number of the journal which the old woman called the organ 
of Monseigneur T Eve que, contained a furious article against 
radicalism, of which the following passage is a specimen ^ The 
radical lives on hatred. Irritated against authority, irritated 
against society, irritated against G^od, he hates everything, he 
hates even himself. Hatred devours him, and hatred supports 
^ him. To glut his hatred he would give his life, and he wishes 
to live only to glut it. He breeds, imbibes, and feeds on hatred; 
and, like the garment of Nessus, it burns him, being in that 
respect an anticipation of eternity.’ If the Auvergne radical is 
a good hater, it seems that the Auvergne ecclesiastic is so too. 
M. de Lavergne, speaking of the immense subdivision of landed 
property in the Limagne since 1789, and the vast increase in 
the number of spade- cultivators, remarks in his 'Eural Bconomy 
of France ’ that the prevalence of such severe manua! labour 
has a tendency to produce rough and violent manners. Such 
manners certainly are sometimes exhibited in the Limagne, hut 
not by spade-cultivators only. 

The minute subdivision of land during the last twenty-five 
years in the Limagne, whatever may he its tendencies for good 
or for evil in manners and other respects, assuredly cannot be 
ascribed to over-population, once regarded in England as the 
inevitable consequence of the French law of succession. It is 
true that between 1789 and the middle of this century the 
^ population of the Puy-de-D6me increased, as M. do Lavergne 
says, from 400,000 to 600,000.^ But later statistics supifiied to 
me by M. Adolphe F. de Fontpertuis, an economist well known 

■ y- . ' ^ •' ■■ . ■/ ' ' . ■ . '■ ' ■ . 
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to English readers of the ‘ Eoonomiste Erancais ’ and the 
‘Journal des Economistes/ exhibit an opposite inovenient — 

1851. 1866. 18J2- 

Population of the Puy-de*Dome, . 601,594 571,690 566,463 

And the Eeport of the ^ Enquete Agricole’ on the department 
states, ‘ All the witnesses have declared that one of the principal 
causes of the diminution of the population is the diminution of 
■children in families. Each family usually wishes for only one 
■child ; and when there are two, it is the result of a mistake 
(line erreiir), or that, having had a daughter first, they desire to 
have a son.’ A poor woman near Royat, to w^hom I put some 
■questions respecting wages and prices, asked whether my wife 
and children were there, or at one of the other watering- 
places, and seemed greatly surprised that I had neither. She 
thought an English tourist must be rich enough to have several 
children; hut when asked how many she had herself, she an- 
swered with a significant smile, ^ One lad ; that’s quite enough.’ 
Our conversation on the point w^as as follows : — 

‘ Votre dame et vos enfants, sont ils d Eoyat? ’ 

^ Non,’ 

^ Oil done ? d Mont Dore ? ’ 

^ Moi, je n’ai ni enfants ni femme.’ 

‘Quoi! Pas encore! ! ’ 

‘ Et vous, comhien d’enfants avez-vous?’ 

^ Un gars ; c’est hien assez. Nous sommes pauvrcs, mais 
vous ^tes riche. Oela faii ime petite difference.’ 

If over-population gives rise to tremendous problems in 
India, the decline in the number of children in Eranea seems 
almost equally serious. If two children only are horn to each 
married couple, a population must deoline, because a consHier- 
able number will not reach maturity. If only one child be born 
to each pair, a nation must rapidly become extinct. The PrenoJi ^ 
law of succession is producing exactly the opposite effect to what" 
was predicted iii this country. Had parents in Prance complete 
testamentary power, there would not be the same reason for 
limiting the number of children. M. Leon Iseot, accordingly^ 
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in liis evidence on tHs subject Taef ore tlie ‘ Enquete Agrioole ’ 
on tlie Puy-de-D6me, said, ‘ The number of bir-ths in families 
has diminished one-half. We must come to liberty of testation. 
In co«a.tries Hire England, where testamentary liberty exists, 
families have more children.’ 

' Whatever may be thought of the change which is taking 
place in France in respectof the numbers of the population, there 
is one change of which no other country has equal reason to be 
proud. Its agricultural population before the Revolution was 
in the last extremity of poverty and misery, their normal condi- 
tion was half -starvation ; they could scarcely be said to be clothed, 
theii’ appearance in many places was hardly human. No 
other country in Europe, taken as a whole, can now show upon 
the whole so comfortable, happy, prosperous, and respectable a 
, peasantry. The persons examined before the ‘Enqu^te Agrioole’ 
on the Puy-de-D6me, a department with many disadvantages 
of situation and climate, grumbled about many things, as 
landowners and farmers universally do; but they were unani- 
mous on the point that the peasantry and labouring class 
Were ‘better fed, better clothed, and better lodged’ than a 
generation ago ; and in all these respects a visible improvement 
has taken place, even within the last ten years. You still, it is 
true, often see boys and girls in the Puy-de-Bdme without 
shoes and stockings, but rarely ever otherwise than comfortably 
clad in all other respects. The absence of shoes and stockings 
is a sign, not of poverty, but of the retention of ancient 
custom. In the north of Ireland it is still not uncommon to 
see girls on the road in a smart dress and bonnet, and holding 
a parasol over their heads, with their shoes not on their feet, 
but in their hands. And in a good many parts of the south of 
France a century has made no great change since Adam Smith 
wrote, ‘ Custom has rendered leather shoes a necessary of life 
.in England. The poorest person of either sex would be 
kslwimod to appear in public without them. In Scotland, 
custom has rendered them a necessary of life to the lowest 
order" of men, hut not to the same order of women, who may , 
without any discredit, walk about barefooted. In France, they 



•428 Auvergne. 

are necessaries neither to men nor to women ; tlie lowest ranks 
of both sexes appearing there publicly, without any discredit, 
sometimes in* wooden shoes, and sometimes barefooted/ That 
it is no discredit either to boys and girls in the Puy-de-Bime to 
go barefooted, and, on the other hand, that modern fashion is 
beginning to creep even into the mountain villages, I saw 
evidence the other day in the village of La Tour' d^Auvergne, 
where children smartly ehaussh in the latest style were playing 
with others without shoes or stockings. The Auvergne 
children, one may observe, do play; they are not, like the 
children in Swiss villages, serious little old men and women,, 
too busy and grave for laughter or play. Children and adults 
alike in Auvergne seem for the most part in rude health, though 
in the mountains they may sometimes owe more to the air 
than to the food, and in some villages cretins are still to he 
seen— a consequence, doubtless, of the filthy condition of the 
cottages within and without. The horrid malady of cretinisme 
has lately been driven from some Swiss valleys by an improve- 
ment of the houses. In the Puy-de-D6me this autumn I saw 
many instances of a change which is the sui'e precursor of an 
elevation of the standard of habitation, namely, the substitution 
of tiled for thatched roofs. One hears people say there, indeed, 
that this change is no improvement; that the thatch is not 
only cheaper, but warmer in winter, and cooler in summer. It 
is, however, a source of constant danger from fire to the whole 
village; and in every country in western Europe the change 
from the straw roof to tiles or slates is found to be accompanied 
by material progress. M. L. Nadaud puts into the mouth of 
an interlocutor in his ‘ Yoyage en Ativez'gne,^ ^ Ton will never 
make of an Auvergne village a Plemish village. Climates form 
the habits and tastes.^ Climate certainly plays a great #part 
in determining the economic condition of manldnd; and its 
agency, along with other physical influences, has been tolo • 
generally overlooked by economists in their eagerness « to* 
explain the whole economy of society by reference to the 
single assumption of a desire of every one to obtain addMonal 
wealth. But climate did not make the Plemish village. It 








, Axwergne. 429 » 

grew up by degrees in tbe middle ages out of liberty, manu- 
factures, and markets for -village prodnctions. And the fact 
that the Auvergne villager is begmning to roof ’his dwelling 
with ^^les from another province shows that liberty and 
facilities for trade may yet make a Flemish village of the 
Auvergne one. Even of the remote and mountainous Gantal, 
M. de Lavergne said several years ago, ^ The discoveries of 
modern civilization have been long unknown in Upper 
Auvergne; its towns are but rude villages, and its rustic 
dwellings have but too often the repulsive aspect of extreme 
poverty, yet competence and comfort are making their way into 
them by degrees. V 

A general rise of wages has taken place in Auvergne in the 
last fifteen years, but the rise has been very unequal. The 
^ demand for labour has increased much more in some communes 
than in others, and, on the other hand, the supply is much 
scantier in some than elsewhere. ^ In one commune,’ says the 
Eeport of the [ EnquMe Agrieole,’ ^ there are hut four lahoiirers ; 
everyone therefore fights for them, and when they work for one 
employer, it is impossible for the others to get their work done.’ 
At Saint-Maude, near Issoire, M. de Saint-Maude stated to the 
commission that it was out of the power of large proprietors there 
to farm their own land, on account of the scarcity of labour and 
its extravagant price. ^The price of a day’s labour is from 
4 to 5 francs, and a meal besides, with wine. Wages have more 
than doubled since 1852. Women, above all, have seen their 
wages trebled.’'"^ In another place, however, the rate was shown 
to be only 1 fr. 25 cents, in winter, and 2 fr., with food, in 
summer ; and in a third, 1 fr. 50 cents., without food, during the 
greatest part of the year, with 1 fr. 25 cents., and food, in harvest. 
In tile autumn of the present year, after the harvest, I found 
8 francs a-day the rate in several parts of the Limagne, and 
" a person from Normandy, who was present when I made some 
xnq\iiries on the subject, remarked that this was more than is 
paid in that wealthy province— a statement quite in conformity 
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with M. yictor Bonnet’s statistics."^ The assertion of M. do 
Saint-Mande respecting the rise of women’s wages is likewise in 
accordance l^ith a statement of a high authority on French 
economics, M. Paul Leroy-Beaulieu, that the pay of ^^omen 
for agricultural labour has risen more than that of men in recent 
years — a fact, he adds, only to be rejoiced at, women having’^ 
formerly been much underpaid in comparison with men. With 
respect to the relative movement in recent years of a,grieultural 
and town wages in Auvergne, the following figures are taken 
from some unpiiblished statistics, which Mr. Somerset Beaumont, 
late M. P. for Wakefield, collected at the close of last year, 
showing the comparative rates in agriculture and several other 
employments in 1868 and 1873, at Clermont-Ferrand and in its 
neighhourhood 
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1873. 

Agricultural Wages, per / During the Harvest, . | 

fr, r. 

3 17 

4 0 

diem, without food, 1 In ordinary seasons, . 

2 24 

2 50 

Masons, . ... . . 

3 0 

3 50 

Cax’penters, , . . . . . . 

3 0 

i 50 

Joiners, . ... , . . . 

S 0 

3 50 

Locksmiths, . . , . . . , [ 

S 25 

3 SO 

Servants, per annum— Men, . . . . j 

300 0 

400 

0 

,, ,, Women, . . . , j 

150 0 

200 

0 


The reader will observe that these variations are by no means 
in harmony with the old assumption of abstract political 
economy, that the diversity of wages in different employments 
corresponds to diversities in the nature of the work ; as though 
all the poor workmen throughout every country could know 
exactly all the differences of wages and work in all oceupatioifs, ^ 
and choose their own trade accordingly. The wages of carpen* 
tors at Clermont were lower in 1868 than those of locksmiths ; 
— — ^ ■ ■ 

^ See Essay, * Agricixltmal Wages in EuTOpe,’ 
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in 1873 -they were muoli higher, and were so, not because the 
nature of either employment had changed, but simply for the 
same reason that agricultural wages had risen in some communes- 
mucli^ore than in others, namely, that the locsl conditions of 
demand and supply had changed. 

« Among causes both of a rise and of local inequalities in 
wages, prices, and the cost of living in Auvergne are its- 
watering-places, Ebyat, Mont Bore, and La Bourboule, which 
may he classed together as constituting a third social and 
economic xegion. Auvergne, as already said, is a land of 
contrasts, and the contrast which this third region presents to 
the two others already described is worth notice, not only 
as Gontrihuting to a description of the province, but also as 
illustrating the influence of looar physical conditions on social 
^ phenomena, and exemplifying the causes which produce distinct 
types of human life, character, and pursuit. 

One difference which strikes the eye at once between the 
watering-place and the two other regions is, that while the 
latter display dissimilar social and economic features, yet those- 
features ai^e in both cases indigenous; it is the Auvergnat you 
see, unlike as he appears in mountain and plain. But the 
wutering-plaee, though in Auvergne, is not of it, socially 
speaking. You find yourself, on entering it, among Frenchmen 
from every part of France, except the province in which it is 
situated ; its chief social phenomena are exotic, not native. 
The only pervading type of character here is also altogether 
unlike the types which the two other regions develop. The- 
representative man of the Limagne is the spade-hushandman, 
wringing the uttermost farthing from his little property ; the 
patriarchal head of the pastoral household, the priest, the nun,, 
the ejuigrant labourer, are the representatives of the mountain. 
Butin the watering-place, the only representative character is 
tte invalid ; the people round you differ in every respect but 
on% that they are almost all seeking the cure of some malady. 
In the mountain, family sentiment, religion, ancient usage, are 
the dominant principles ; in the rich agricultural plain, the 
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paramount object is to make money wberewitb to buy land; 
at Eoyat, Mont Dore, and Bourboule tbe dominant motive 
which determines tbe occupations of joroducers and the demand 
of consumers is the desire, not of wealth, but of healtii!^ But 
this desire brings wealth to the watering-place, which thereby 
becomes a monetary region in which the cost of living is higher 
than in other parts of the province, and is so in conformity 
with the main principle governing the diSusion of money 
and the movements of prices. The general principle traceable 
throughout the immense monetary changes of our time— one 
which the assumption that wages and profits are equalized by 
competition has led not a few economists to miss— is that the 
distribution of the increased currency of the world has followed 
the path of local progress, and of the development of local 
resources or advantages, of whatever kind, Superior local* 
advantages for manufactures and trade in one place, for 
scenery or amusement in another, for the cure of disease in a 
third, cause a relatively large influx of money, and send up the 
prices of labour and important commodities above the rates 
prevailing in places making inferior progress, or offering no 
special attraction to money. Only one classification, as already 
said, fits the majority of the visitors to the watering-places of 
Auvergne, namely, that they are for the most part invalids ; but 
whatever they are, and however they spend their lives, they spend 
here in the mass a great sum of money at hotels, and on baths, 
carriages, saddle-horses, sedan-chairs, shops, the casino, &c. ; 
and as their numbers yearly increase, local prices rise. Not 
many years ago, Eoyat, Mont Dore, and Bom'boula were three 
villages of no reputation, with village prices. Boui^boule, in 
particular, was then a mere hamlet of the meanest order ; 
mow the visitor forgets the old hamlet in a cluster oi new 
hotels, and villas, with rows of smart little shops, w^hich 
disappear at the close of the season. Bourhoule was mentione«.I 
in guide-books not long ago as having from seventy to eighty 
visitors in the season; this autumn it had several thousands, 
most of whom remained for several weeks. There were mimbers 



433 


0 Aiwergne, 

of the National Assembly, authors, country gentlemen, Parisians, 
provincial townspeople, military men, ecclesiastics, besides a ^ 
multitude of nondescript young gentlemen and ladies. Eminent 
abof^all was a writer of European fame, M. L^onoe de 
Lavergne, especially entitled to mention here, not only as 
having described the rural economy of both the Limagne and 
the mountains of Auvergne, hut also as having foretold the 
growth of its watering-places in one of the celebrated works hy 
which he is best known to most English readers, ^ L’Eoonomie 
Eurale de la France. ^ In his own country he has long held a 

high place, both in the world of letters and in the political 
world, having formerly occupied a considerable post in M. 
(juizot’s government, and being now one of the most influential 
and respected members of the National Assembly, although the 
infirmity of his health has prevented his taking a conspicuous 
part in its public proceedings. His presence at Bourboule this 
autumn may he instanced as an example of the operation of the 
physical causes which are giving both wealth and celebrity to 
places formeiiy as poor as unknown, and changing the scale of 
prices in proportion. The charge for pension this autumn at 
Bourboule was from twelve to fifteen francs a-day, according 
to the length of the stay— a rate,, perhaps, not immoderate, 
considering that it included wine, but one which would have 
seemed incredible a few years ago. At Clermont-Ferrand, 
the passing and uncovenanted stranger still pays only four 
francs for an excellent dinner in the principal hotels, with 
wine and fruit unlimited. Clermont, indeed, with the other 
chief towns, of the Puy-de-Bome, might fairly he classed 
together as constituting a fourth region with distinct social 
and economic phenomena : one indication of this being that, 
dos^ as are the commercial and other relations between the 
towns of the Eirdagae and the surrounding plain, the villagers 
in the latter generally regard the townspeople with a feeling 
approaching to hostility. It was, howey aim of this 

essay to sketch only some of the most striking and distinctive 
SGciaf and economic features of a province as yet little known 
in those respects in England ; and its towns, though not with- 
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out peculiar otaracteristics, seem hardly to call for a special 
description. The sketch which has been given of the phenomena 
of the rest of ‘'the province may suffice to illustrate the import- 
ance of taking account, in economic investigations, of phl^ical 
geography and environment, and the necessary fallaciousness 
of a theory which' professes to account for the division of labour 
in every country, the amount and distribution of its wealth, and 
the movements of money and prices, by deductions from the 
principle of pecuniary interest. 

What do we learn respecting the real division of employ- 
ments in Auvergne, the motives which determine it, the 
distribution of landed property and other wealth, the scale of 
wages and prices, from the assumption that every individual 
pursues his pecuniary interest to the uttermost ? Is it simply 
the desire of pecuniary gain which makes one Auvergnat a 
porter at Lyons, another a priest at Clermont, and the sisters 
of both perhaps nuns, while an elder brother of each has the 
whole family property? In one only of the three regions 
described is pecuniary interest the dominant principle; and 
even in that region there are inequalities of wages and profits, 
with other economic phenomena utterly at variance with doc- 
trines which, by a curious combination of blunders, have 
been called by some writers ^ economic laws. ^ The faith of a 
school of English economists removes mountains. In France, 
where labour moves from place to place, and from agriculture 
to other employments, much more freely than in England, 
mountains certainly do not prevent the migration of labour. 
Yet even in France the migration by no means takes place on 
such a scale, or with such facility, as nearly to equalize wages ; 
and in the places from which it is greatest, the department of 
the Oreuse and the province of Auvergne, the main cause is 
not pecuniary interest. The younger brother in Auvergne 
goes from his home to a distant city in obedience to traditional 
family sentiments ; and the peasant goes from the Greiisd' to 
Paris as a mason, not because he has calculated the difference 
of earnings in the two places, and in different employments (for 
he could make more in many cases by remaining at home), 
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but because Ms father went to Paris before him, and his 
comrades do so around him. The relation of the economic 
phenomena of society to its moral, intellectual; and political 
cond^ion is undreamt of by the old school of economists. 
Even in the ease of men, it is manifestly vain to look for an 
explanation of the causes which determine the economic 
condition either of individuals or of classes, without reference 
to laws, customs, moral and religious sentiment; how much 
more is it so in the case of women ? Let me adduce one 
instance, showing how, even in the smallest details, the 
economic structure of society, as regards the occupations and 
earnings of women, is influenced by moral and other eauses, 
quite apart from individual pecuniary interest. At a hotel 
in Olermont-Eerrand, in which, as is commonly the case in 
large French hotels, a man does the work of housemaid, a 
Swiss visitor remarked to me lately, that you will rarely find 
perfect cleanliness and neatness where such is the case ; yet in 
France, he added, rit is a necessary evil. A young or good- 
looking housemaid has no chance of keeping her character 
in a French hotel; in Switzerland she is as safe as in a 
church.^ I answered that possibly sbe might he as safe in 
the mountains of Auvergne as of Switzerland ; for climate 
is certainly one of the causes which produce a difference in 
this respect between French and Swiss morals. Other causes, 
too, might be assigned, but I refer here to the moral difference 
in question only as exhibiting the influence of moral causes on 
the economic structure of society down to the minutest details. 
There is another subject on which the social and economic 
phenomena of Auvergne may be seen to throw considerable 
light, namely, the mode in which diversities of human character 
V.' and ‘•life are produced^ and the real origin of differences of 
national character, customs, and condition, which are vulgarly 
attrihuted to difference of raee—that is to say, to ancestral 
and inherited differences of physical and mental constitution. 
Greater differences of human life, motive, and pursuit are to 
be found in pai'ts of the province of Auvergne, a few miles 
each other— in adjacent districts of mountain and plain. 
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for example— than some which are often pointed to between 
Frenchman and Englishman as the consequences of an original 
difference of face. The people of every country like to be told 
that they possess an inherent superiority to every otha^and 
the doctrine of race flatters every race and every nation. The 
Englishman, the Frenchman, the German, the Spaniard, the 
Jew, above all the Chinaman, each thinks himself of a superior 
race. When we descend from nations to smaller divisions 
of mankind, to provinces for example, the same claim is com-- 
monly set np by each to superiority over the other divisions. 
An Auvergnat lately asked me if I did not observe that the 
Auvergnats were a finer and more vigorous race than the rest 
of Frenchmen, and the question reminded me that a Comtois 
once asked me the veiy same question in favour of the men 
of his own province, la Franche Comte. Divide provinces 
into departments or counties, and one finds that county pride 
can soar quite as high as provincial or national pride. Descend 
further from counties to yet smaller divisions, to villages 
for instance, and you will find neighbouring villages in Ger- 
ma^ny with a profound contempt for each other, and an exalted 
consciousness of their own hereditary superiority- Take still 
minuter groups, and you may discover in every country many 
thousands of families, in all ranks of life, the members of 
each of which believe that they come of a better stock, and 
possess finer natural qualities than their neighbours. From the 
family come down to the individual, and the real root of the 
popular doctrine of race in all its forms is reached, being no 
other than individual conceit. The doctrine of race not only 
does not solve the problems which really arise respecting 
national diversities of character, career, and condition, hut 
prevents those problems from being even raised. And rit is 
impossible to acquit a dogmatic school of economists of all 
blame in respect of the ignorance of ascertainable causes of 
social diversities which the vulgar theory of race exhibits. 
The method, of abstract reasoning from crude assumption, in 
place of careful investigation of economic phenomena anc! their 
causes, has prevented the discovery of a mass of eviden^ie 
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^ respecting tlie real origin of differences in the aims, qualities, 

■I and circumstances of mankind in different countries and 

situations, such as tlie mountain and the plain of Auvergne, 
j for ^^ample, upon which a true theory of the causes of the 

I diversities commonly attributed to race, might have been 

^ built, 

% 

i 

i , 




> > THE END. 
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J. Fred. Laranjo, Economistas Portuguezes,” 0 Instikito^ 
vol. xxix. and ff. Coimbra, 1882-84. 

Political economy has fared even worse in Portugal 
than in Spain. The first writer of any importance was 
the Bishop of Pernambuco and Elvas, whose name was 
Small be- J* Gunha d’Az6redo Coutinho, and who lived from 
giiLningiii 1742 to 1821. He published a few essays on com- 
Portugal. mines, money, and slavery, and that is about all 

there is to be said of him. In the Proceedings of the 
Academy of Sciences (17 S9~IS1 6) there are several mono- 
graphs dealing with practical applications of general 
principles. Then comes Jose da Silva (Lisbon^, 1756- 
1835), who did much for the diffusion in Portugal and 
Brazil of Adam Smith’s theories, and in various ways 
gave proof of sound juridical and economic views which 
are gathered together in the two volimres of his Estudos 
do hem comum e economia goolitica (Eio de Janeiro, 1819 f.). 
Some Portuguese writers were more or less inclined to 
. be physiocrats, like Professor J. J. Eodrigues de Brito 
of the Coimbra University (1753-1831), who wrote' 
Memmias poUticas sobre as verdadeiras bases de la grandem 
das nagoes (Lisbon, 1803 ff.) ; others favoimed a mild 
form of protection, as, for instance, F. S. Constancio, who 
translated Malthus and Eicardo, and who founded and 
edited in London the A nmes das Sciencias (1818-22), 
and Jos6 Accursio das Neves (1766-1834), who had a 
very thorough knowledge of the economic history of 
Poxtagsly—Variedades sobre objectos relativos ds artes, com- 
mercio ij mmmfacki^m (Mshoxif l SI i ff.^ 2 Yoh.). 

General The first Portuguese compendium of political economy 
works. was by a priest, D. Manuel d’ Almeida (Lisbon, 1822), 
and the form of it was rather scholastic, because this 
was supposed to make it suitable for use in the pro- 
fessorial instruction which the deputy Eodrigues pro- 
posed to initiate. This plan was, however, successfully 
blocked by thgse who favoured the restrictive system 
inaugurated by the minister Pombal in the preceding 
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century. This book was followed up by the Institui^o'es 
(Lisbon, 1834) of Jos6 Ferreira Borges (1786-1838), 
which was borrowed for the most part from Tracy 
and Storch, and the Prelegco'es (Oporto, 1837), Ag. Alb. 
da Silveira Pinto (1785-1852), the Nogoes elementans 
of Ant. d’Oliveira Marreca (Lisbon, 1838), Pinheiro- 
Ferreira’s Prdcis d’un cours dlecmvmie, politique (Paris, 

1840), and the more recent Essai mr la tMorie de 
I’iconomie politique (Paris, 1867) by F. L. Gome.s, and L. 

Aug. Eebello da Silva’s Gompendio de economia poUtica, 
mm-al, industrial e commercial (Lisbon, 1868, 3 vols.). 

The chair of economics at Coimbra was founded in 
1836, aiid first occupied by Adriano Pereira Foriaz de 
Sampajo, who only vacated it in 1870. He published Sampajo’s 
a compendium, the first (1839) edition of which was oompen- 
based on Say’s CaUchisme, the second (1841) being 
substantially in the lines laid down by Eau. Successive 
republications made gradual additions to its bulk, which 
reached the maximum in the fifth edition, — Nmm 
elementos de ecortsma politica e estadistka (Coimbra, 

1858 f., 3 vols .) ; the sixth edition (1867) and the 
seventh (1874) resulted, in new changes, which cut it 
down to two volumes. The work, though by no means 
deep, has merits of arrangement, clearness, and abundant 
annotation, which have caused it to supplant the various 
books above mentioned as a school text-book. 

In 1865 began, in the same University of Coimbra, 
the regular teaching of the science of finance, which was Cortez on 
coupled, as in Spain, with instruction in the national laws fiaaaoe. 
on finance. A fruit of these studies may be found in 
the Estudos finangeiros of Mendon§a Cortez, which were 
summarised by Curnido de Figuereido (1873), whose 
Introdugcdo d sdencia das finangas came out in 1874. A 
better text-book is the treatise of Professor Antonio dos 
Sanctos Pereira Jardin (born in 1821), entitIed Pmci- 
pws de finanga {Goimhva., 1867; third edition, 1880). 

A radicalism that hovers upon the briijjc of socialism 
finds expression in F. M. de SoiKa Brandao’s 0 irahalho 
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J. Fred. Laranjo, Economistas Portuguezes/’ 0 Insiikito^ 
vol. xxix. and ff Coimbra, 1882-84. 

Political economy has fared even worse in Portugal 
than in Spain. The first writer of any importance was 
the Bishop of Pernambuco and Elvas, whose name was 
Small be- Cunha d^Az<§redo Coutinho, and who lived from 

giunhigm 1742 to 1821. He published a few essays on com- 
Portugai. ijxerce, mines, money, and slavery, and that is about all 
there is to be said of him. In the Proceedings of the 
Academy of Sciences (1789-1816) there are several mono- 
graphs dealing vnth practical applications of general 
principles. Then comes Jose da Silva (Lisbon^, 1756- 
1835), who did much for the diffusion in Portugal and 
Brazil of Adam Smith’s theories, and in various ways 
gave proof of sound juridical and economic views which 
are gathered together in the two volumes of his Estudos 
do hem coimim e economia yoolitica (Eio de Janeiro, 1819 f.). 
Some Portuguese writers were more or less inclined to 
be physiocrats, like Professor J. J. Eodrigues de Brito 
of the Coimbra University (1753-1831), who wrote ' 
Memorias poUticas solve as verdadeiras bases de la grandem 
das nagoes (Lisbon, 1803 fi‘.) ; others favoimed a mild 
form of protection, as, for instance, F. S. Constancio, who 
translated Malthus and Eicardo, and who founded and 
edited in London the Annaes das Sciencias (1818-22), 
and Jos6 Accimsio das Neves (1766-1834), who had a 
very thorough knowledge of the economic history of 
Portugal, — Variedades solve oljeetos relatiros as artes, com- 
mercio y niarnfackiras (Lisbon, 1814 ff., 2 vols.). 

General The first Portuguese compendium of political economy 
works. was by a priest, D. Manuel d’Almeida (Lisbon, 1822), 
and the form of it was rather scholastic, because this 
was supposed to make it suitable for use in the pro- 
fessorial instruction which the deputy Eodrigues pro- 
posed to initiate. This plan was, however, successfully 
blocked by thgse who favoured the restrictive system 
inaugurated by the minister Pombal in the })rececling 
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century. This book was followed up by the Instiiaipes ' , 
(Lisbon, 1834) of Jos6 Ferreira Borges (1786-1838), 
which was borrowed for the most part from Tracy 
and Storch, and the Frelepcoes (Oporto, 1837), Ag, Alb. 
da Silveira Pinto (1785-1852), the No(pes elementares ^ 
of Ant. d'Oliveira Marreca (Lisbon, 1838), Pinheiro- 
Ferreira’s PrScis Pun cours Peconomk politique (Paris, 

1840), and the more recent Essai sur la theom ch 
FSconomie politique (Paris, 1867) by F. L. Gomes, and L. 

Aug. Rebello da Silva’s Compendio de emiomia politico, 
moral, industrial e commercial (Lisbon, 1868, 3 vols.). 

The chair of economics at Coimbra was founded in 
1836, aijd first occupied by Adriano Pereira Foriaz de 
Sampajo, who only vacated it in 1870. He published Sampajo’s 
a compendium, the first (1839) edition of which 
based on Say’s CatScMsme, the second (1841) being 
substantially in the lines laid down by Ran. Successive 
republications made gradual additions to its bulk, which 
reached the maximum in the fifth edition , — Nows 
elementos de economia poUtica e estadistica (Coimbra, 

1858 f., 3 vols.); the sixth edition (1867) and the 
seventh (1874) resulted* in new changes, which cut it 
down to two volumes. The work, though by no means 
deep, has merits of arrangement, clearness, and abundant 
annotation, which have caused it to supplant the various 
books above mentioned as a school text-book. 

In 1865 began, in the same University of Coimbra, 
the regular teaching of the science of finance, which was Cortez on 
coupled, as in Spain, with instruction in the national laws 
on finance. A fruit of these studies may be found in 
the Estudos financ^ems of Mendon 9 a Cortez, which were 
summarised by Curnido de Figuereido (1873), whose 
Introdu^cdo d sciencia das fi7ian^as came out in 1874. A 
better text-book is the treatise of Professor Antonio dos 
Sanctos Pereira Jardin (born in 1821), entitled Prmci- 
pios de financed (Coimbra, 1867 ; third edition, 1880). 

A radicalism that hovers upon the brii^k of socialism 
finds expression in F. M. de Sousa Brandao’s 0 imhalho 
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TlieMstori- 
cal scliool. 


Portugnese 

mono- 

grajilis. 


(Lisbon, 1857), wbereas tbe influence of tlie Mstorical 
school and of sociology may be traced in a work called 
0 regime da$ riquems (Lisbon, 1883) by tbe well-known 
minister of finance, Oliveira Martins, and also in the 
Frincipios de ecommia poUtica (Oporto, 1883) written by 
J. J. Eodrigues de Freitas, professor at the Polytechnic 
School of Oporto. 

There are many monograjDhs, among which may be 
mentioned the Principles of the Science of Finance (‘‘Syn- 
telologia”), published at Lisbon in 1834 by Ferreira 
Borges ; the history of the public debt by Da Silveira 
Pinto, — Dimda pnhlica Fmiugueza (London, 1831); 
Morato Eoma on money, — De la monnaie (Lisboi^, 186 1) ; 
Serzedello on banks, — Os bancos (1867); and Professor 
Laranjo on immigration and the colonies, — Theoria geral 
da emigragdo, vol. i. (Coimbra, 1878). 



CHAPTEE XIII 


POLITICAL ECONOMY IN SCANDINAVIAN AND SLAVONIC 
COUNTRIES AND IN HUNGARY 


The verj^ briefest notes must suffice for the economic Sources of 
literatures of Scandinavian and Slavonic countries, as iaforma- 
well as for Hungary, nor could these have been gathered 
together without frequent reference to the various works 
written by Professors Falbe-Hansen, Scharling, Petersen, 
Hertzberg, Eabenius, Hamilton, Lilienstrand, Wreden’ 

Yanzhul, Jahnson, Loria, Kautz, and Bela Foldes, to 
all and each of whom the writer is also indebted' for 
valued and indispensable information. The works of 
which mention is to be made are partly interesting 
either from a purely historical or local point of viev^ 
or else they offer— in a form which, to be sure, often has’ 
a value of its own — doctrines not substantially divero-- 
ing from those already familiar in the best works 
by English, German, or French authorities. During Prooress in 
the last twenty-five years, however, the forward strides Cassia! 
which have been made in Kussia are so phenomenal 
that a brilliant future for economics in that country 
seems now assured. 


§ ( 1 ) SCANDINAVIAN COUNTRIES 
(A) Denmark 

Mercantilism in Denmark connects itself with Bishop Early 
Eric Pontoppidan, Frederik Liitken, Andreas Schylte, oa.util 
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Daniali 

reforms. 


Oompen- 

<lia. 


and Otto D. Liitken. Pontoppidan wrote a statistical 
description of Denmark (1763-81), and a book called 
Oelwnomisk Balance (1759), and lie also edited tke Ban- 
■marks og ISforges oekonomish Magazin (1757-68, 8 vols.) ; 
P. Liitken wrote OeJconomiske Tanker (1755-61, 9 vols.) ; 
in Schylte’s political works (1773-76) a plentiful 
recourse to Hume is manifest* 0. D. Liitken propa- 
gated liberal views on money (1735), and held Mal- 
thusian views as early as 1758. These he strove to set 
forth in certain statements on population — Under sag- 
ninger , . . (1760), — which he put into more or less 
systematic shape before Malthus was born. 

The reforms identified with the ministry of Struensee 
and concerning the abolition of servile labour, of com- 
munity in lands, and of feudal levies, were largely in- 
spired by physiocratic ideas. The comparatively liberal 
customs law of 1797 came but few years after the 
Wealth of Nations had been translated into Danish 
(1779 1). Not so soon, but in due season, further 
translations of Say, Sismondi, Blanqui, Eicardo, and 
MacCulloch were made, and then came the turn of 
Bastiat and Fawcett. 

Upon the establishment at the Coj)enhagen Univer- 
sity of a Professoi'’ship in economics, the first Professor, 
C. Olufsen (1815-27) issued a compendium entitled 
Grundtraek af den p'aktiske Statsokonomie (1815), which 
never wandered far from the beaten track of German 
economics. In 1848 a special Faculty of Political Ad- 
ministration was organised, and included David, who 
had edited many years before the Statsokonomisk ArcMv 
(1826-29, and after an interval again 1841-43), as 
well as Bergsoe, the author of an elaborate statistical 
account of Denmark (1844-53). Father later Pro- 
fessor 0. J. H. Kayser published a good compendium, 
giving briefly, and under the general guidance of 
Hermann and John Stuart Mill, the general drift of 
the classical^chool of economics, Om Arheidets Ordning 
(1857 ; translated into Swedish in 1867). N. C. Frede- 
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rickseii, his successor, who emigrated to America in 1877, 
took up with the optimists, as may be gathered from 
his three monographs on free competition (1863), on 
development (1870), and on the fundamentals of econo- 
mics (1874). The popular manual of M, Gad contains 
nearly the same views — Let cilmindelige Velstands Natur 
og Aarsager (second edition, 1879). 

A new impulse was given to economic studies in A recent 
Denmark after the foundation in 1872 of the Political 
Economy Society, and of a Monthly Natiomlokonomish 
Tidshrift (1873 ff.), among the writers for which are 
Professor H. Westergaard, the able statistician, as well 
as Profoissors V. Falbe- Hansen and W. Scharling, -who 
published for a prize awarded in 1860 two admirable 
monographs on variations in prices since the discovery 
of America. Falbe-Hansen is at the head of the Govern- 
ment bureau of statistics, and is a most moderate- 
minded adherent of the German school. More pug- 
nacious adherents of the same school are the Privat- 
docent Petersen-Studnitz, who edits the Monthly above 
mentioned, Krebs, W. Arntzen, and H. King, the joint 
authors of a compendium entitled Natiomlokonomien 
(1875), as well as Cl Wilkens, who wrote an essay on 
Sociology — Samfmdslegemefs ChwuUove (1881). Schar- 
ling contributes to various German periodicals, and has 
written an “Introduction to Political Economy ” — 
Inledning til den ^olitislce ekonomi (1868), as well as a 
“ Plan for a course of iQQimQ^—Grundrids af den rem 
Arbejdslaere (1871) — and is a consistent adherent of 
the classical school The mathematical phase of our 
science is represented by Westergaard, already alluded 
to above, and by F. Bing and Julius Petersen — Bestem- 
melse of d&n mtionelle Arheidslm samf nogle BemerUnger 
om OeJconomiens 3£ethode {1873). 

The unusual prominence of socialism in Denmark has Banish 
been accompanied by the production of many works on socialism, 
the labour question, of which an account is given by K. 

Meyer, Der Socialisrmis in Dtlnemark (Berlin, 1874). 
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and Ofcto D. Liitken. Pontoppidan wrote a statistical 
description of Denmark (1763--81), and a book called 
Oekonomish Balance (1759), and lie also edited the Dan- 
marks og Norges oekonomisk Magazin (1757-68, 8 vols.) j 
P. Liitken wrote Oehonomiske (1755-61, 9 vols,) ; 

in Schylte^s political works (1773-76) a plentiful 
recourse to Hume is manifest; 0. D. Liitken propa- 
gated liberal views on money (1735), and held Mal- 
thusian view’s as early as 1758. These he strove to set 
forth in certain statements on population — • Under sog- 
ninger . . . (1760), — which he put into more or less 
systematic shape before Maltlius was born. 

The reforms identified with the ministry of Struensee 
and concerning the abolition of servile labour, of com- 
munity in lands, and of feudal levies, were largely in- 
spired by physiocratic ideas. The comparatively liberal 
customs law of 1797 came but few years after the 
Wealth of Nations had been translated into Danish 
(1779 f.). Hot so soon, but in due season, further 
translations of Say, Sismondi, Blanqui, Ricardo, and 
MacOulloch were made, and then came the turn of 
Bastiat and Fawcett. 

Upon the establishment at the Copenhagen Univer- 
sity of a Professorship in economics, the first Professor, 
C. Olufsen (1815-27) issued a compendium entitled 
Grundtraek af den p'aktiske Statsokonomie (1815), which 
never wandered far from the beaten track of Grerman 
economics. In 1848 a special Faculty of Political Ad- 
ministration was organised, and included David, wdio 
had edited many years before the Statsokonornisk Archiv 
(1826-29, and after an interval again 1841-43), as 
well as Bergsoe, the author of an elaborate statistical 
account of Denmark (1844-53). Rather later Pro- 
fessor C. J. H. Eayser published a good compendium, 
giving briefly, and under the general guidance of 
Hermann and John Stuart Mill, the general drift of 
the classical-^school of economics, Om Arheidcts Ordning 
(1857 ; translated into Swedish in 1867). N. C. Frede- 
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rickseii, his successor, who emigrated to America in 1877, 
took up with the optimists, as may he gathered from 
his three monographs on free competition (1863), on 
development (1870), and on the fundamentals of econo- 
mics (1874). The popular manual of M. Gad contains 
nearly the same views — Bet ahnindelige Velstands Natiw 
og A arsager (second edition, 1879). 

A new impulse was given to economic studies in A recent 
Denmark after the foundation in 1872 of the Political 
Economy Society, and of a Monthly Natiomlohonomish 
Tklshifi (1873 IF.), among the writers for which are 
Professor H, Westei-gaard, the able statistician, as well 
as Profe,ssors V. Falbe- Hansen and W. Scharling, who 
published for a prize awarded in 1860 two admirable 
monographs on variations in prices since the discovery 
of America. Falbe-Hansen is at the head of the Govern- 
ment bui'eau of statistics, and is a most moderate- 
minded adherent of the German school. More pug- 
nacious adherents of the same school are the Privat- 
docent Petersen-Studnitz, who edits the Monthly above 
mentioned, I^rebs, W. Arntzen, and H. Eing, the joint 
authors of a compendium entitled Nationalolconomien 
(1875), as well as 01. Wilkens, who wrote an essay on 
Sociology — Scmfundslegemeis Grm%dlom (1881). Schar- 
ling contributes to various German periodicals, and has 
written an “Introduction to Political Economy” — 
Inledning til den gjoUtisJce ehonomi as w^ell as a 

“ Plan ” for a course of locimo^—Gh'imlrids af den rene 
Arbejdslaere (1871) — and is a consistent adherent of 
the classical school. The mathematical phase of our 
science is represented by Westergaard, already alluded 
to above, and by F. Bing and Julius Petersen — Besfem- 
melse af den mtionelle Arheidslm samt nogle BemerUngeT 
om Oekonoinims Mdhode{l%1ii). 

The unusual prominence of socialism in Denmark has Banish 
been accompanied by the production of many works on socialism, 
the labour question, of which an account is given by E. 

Meyer, Ber Socialismtis in Bmemark (Berlin, 1874). 
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(B) Norway 

Many causes have contributed to make the lines of 
Norway economic study in Norway practically identical with 
pTimiark those in Denmark, the chief among them being (1) the 
^ ‘ * approximate identity of the Norwegian and Danish 
languages, and (2) the political union of the two 
countries, which was only dissolved in 1814. Purely 
descriptive and local discussions in economics have 
been quite frecj[uent in Norway ever since the middle 
of the last century. Economic disorganisation, monetary 
derangements, the failures of banks— these and..the like 
are among the topics discussed most frequently. Captain 
Mariboe (1815-21) has written on banks, and there 
is a particularly admirable monograph on this subject 
by Professor Anton Martin Schweigaard, Om Norges 
Banlc og Fengemesen. Schweigaard began a statistical 
account of Norway, which, though he had not time to 
finish it, is in good repute. His labours as member of 
the Storthing interfered with its completion. He was a 
judme mover in the abolition of corporations and pro- 
tective duties, and in the building of railways. 

See E. Hertzberg, Professor Sclmeigaarcl. Christiania, 
1883. 

At the moment when discussion of the monetary 
question was at its highest heat, and culminated in the 
so-called Scandinavian Leagxie (1872-75), there was 
Pamplilets.no lack of controversial pamphleteering by T. H. 

Aschekong, the ex-minister 0. J. Broch (1867), the 
banker Heftye (1873), and Gamborg (1874). On the 
other hand, such a thing as a Norwegian treatise or 
compendium on economics in general appears not to 
exist, unless a popular book by H. Lehmann {Felstands- 
laerOj 1874), which is inspired by Bastiat, be regarded 
as such. There is a number of living economists who 
enjoy a considerable reputation, and some of whom 
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already named. Others are A. N. Kjaer, at 
the head of the Government Statistical Office, who has 
on navigation—m-ay til hehjsmngen 
iij bkibsfartens oelconojnishe Fm'hold (1877). In 1876 upon 
the occasion of the election of a second University Pro- 
fessor of Economics, the subject assigned for competitive 
treatment by all applicants was credit and banldnff. 
Gamborg, who has been mentioned above, offered a 
teeatise entitled Seddelbanken, while Kjaer’s was entitled 
Om Seddelbanher, but the successful candidate was Ebbe 
Hertzberg, whom we have to thank for two valuable 
works published in 1877— (1) En hritish fremstillimj af 
Grmubaeimngerne for Seddelbanlcer, and (2) Om KredUtens 
Legreb og Faesen. Gamborg wrote a very brief disserta- 
tion on the theory of interest— dm renten afFcnge (1870). 


(Oj) Sweden and Finland 

Sweden has an economic literature of its own going 
back to the middle_ of the last century, and more espe^ 
cially conversant vdth manufactures, but not without a 
certain preoccupation Avith such general topics as came 
vutJnn the scope of the olA-iasbioned Camefralwissen- 
schaften, and would inevitably be treated more or less 
in ae spirit of ^ the mercantilist school in economics. 

erchj who died in 1774, was a most distinguished 
wiiter in his own day and generation, and his writings 
deserve some record. Some of them are Be feliaitate 
patriae per Oeeonomiam promovenda (1731), Idedninq tU 
aUmanna Hushallnmgen (1747). But A Chydenius 
(1 ( 29-1803) easily led all others in his day. He wrote 
on the Liberal side various monographs containing just 
the Ideas taken up and wrought out by Adam Smith, 
bee his PoUisJm Skrifter, edited (1.8 77-80) by E. G. £ 
-Palmen, Professor L. G. Eabenius, the protectionist, ^ 
came y after him, and taught at IJpsala, where he pub- 
lished a manual — Ldrebolc i National-Ekonomien (1829), 
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and Ms son Theodor succeeded him, and wrote on tithes 
(1856), industrial liberty (1867), and luxury (187 3). He 
translated in 1882 the present writer’s Elements of 
Finance, The present professor, D. Davidson, has 
studied the science of economics more thoroughly, and 
has written on the accumulation of capital as well as on 
the theory of r&iV--Bidmg til Kapitalhildningen (1878), 
Bidrag til Jardrmteteormis Historia (1880). At the Lund 
University, which is a more recent foundation (1666), 
excellent instruction is given under Oount G. K. 
Hamilton, to whom we owe, among other things, a 
number of contributions (1) on the ideal economics and 
the course of economic development; (2) on money 
and credit — Om Penningar och Kredit, 1861— and on the 
labour question — Om Arhetshlasseny ISSb, 

Practical issues provoked a lively discussion in 
Sweden ujoon banks and the forced circulation of paper 
currency, which have been discussed among others by 
Nordstrom (1853), Skogman (1845 f.), J. M. Agardh 
(1865), Leffler (1869), Carlquist (1870^ not to mention 
Bergfalk’s famous account of commercial crises (1859). 
Nor did the science of finance suffer neglect in Sweden, 
where many worked in this field, but only one work 
can be mentioned here — Collin’s Afhandlung om Statsin- 
conisterna (1816). Perhaps the best idea of the con- 
dition of economics in Sweden is to be had from C. 
W estman’s NaiionaleJccmomiem Gnmddrag (1 8 8 1 - 8 5), a 
book prepared for secondary schools, and from G, A. 
Lefler’s Grimdlinier til Natiomlehonomiken (1881), which 
was prepared for higher educational needs, and follows 
the lead of the German school. 

The leading economist in Finland is Professor A. 
Lilienstrand, of the Helsingfors University. He has 
written many occasional treatises (1851-57) and two 
remarkable monographs (1) on associations — System af 
SmnfundseconominB Lilror (1860), and (2) on the terri- 
torial conditipn of Finland- — Fmlmids Jordiiaticrer . . . 
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§ (2) SLAVONIC COUNTEIES 

(■^) Polo/ud/ o/fid JBoheifiiu 

Count Frederick Skarbek C 7 Q 9 tj r 

nw, „ve»i “ 

iioniics m 1820, one of adnn'Tn'afT^ polish com- 

18M, and one of Snee in^ 

by publishing a dictionary in 1828, and in ISsTf ^two 

teeatises on p,^e and applied economics respectivdy 

ini S ^ was translated into French 

in Ibjy, ,and under the title of ^ 

eZjT^r"' r- involved bv'the 

pxoellent analysis of circulation which it gives. Bu^ the 

oSdeT?d professor, has earned tht 

bi^i-titude of students by statistical works, as well as hv 

s:T86'7r„„“‘'“ 'i““ 

>inf] on m ’ °n associations (1873), 

und on many other subjects. Joseph Oczanowski 
sometime professor at wlrsaw and C^LwrE com 
to the Peme d’Smwnm politique, and is the 

author Of various historical, 

t,eneral harmony with the prevailing school of Ger- 

LMifhr^ collection of them published in 1889. 

Leon Bihnski, now professor at Lemberg, is a more 
prolific writer, and an adherent of the same school He 

m Bohsh. In Gorman he published investigations on 
e axation of luxuries (1875), on railway rates (1875) 
and on the reform of local financiering (1878). In 
^ 0 ish he wrote studies on taxes and rent— Sfudija mcl 
podathem clochodowym (1870), a manual oS financiering 
-bystem ncmh shirhowij . . . (1876), a decidedly 
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diffuse treatise on economics— System ekonomji s^olecm^i 
(1880-82; 2 Tols.), by which he replaced a previous 
work published in 1873 f. 

Arq-i- Soldraczinski, Eembowsldj Skarzinski, and Stawiski 

culture. have written on agricultural economy; Falkenhagen- 
Zaleski has shown a phenomenal activity in dealing 
with banks and commerce; MayzeFs subject is insur- 
ance; Prince Lubomirski, NTagorni, and others have 
discussed financial Cj[uestions. The works of Tengo- 
borski, Cieszkowski, von Miaskowski, and Ochenkowski 
are well known because they were widtten either in 
English or in French. 

The Bohemian tongue contains a compendium of 
finance by Professor J. Kaizl {Fimncni vMa, X838), of 
the University at Prague. 


(B) Russia 

The first If the book called Domostroi^ — a compilation on 
book ou domestic economy from works by various authors who 
economics. sixteenth century, — is not taken into 

account, then we may say boldly that the literature of 
political economy in Eussia dates no farther back than 
the middle of the seventeenth century. The Domostroi 
was published in 1849 by Golokhvastov, and in 1872 
Nekrasov devoted some labour to its explanation, as 
did Eriickner in 1874. Mercantilism, then, is the first 
rallying - ground for economics in Eussia, and in the 
seventeenth century the learned Servian Krizhanich 
winte in this sense works which Bodenstedt has been 
at some pains to make accessible. Then in 1724 came 
a real literary curiosity published under the title of 
Poverty and Riches, and produced by a self-taught 
peasant who had embarked in commercial and industrial 
enterprise, and whose name was Pososhkov. He 
died in prispn, after having given an unexpectedly 
intelligible utterance to the restrictive ideas embodied 
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in tlie political economy of Peter the Great. See A. 
Priickner s Twciii JPossosGhkoWy Leipzig, 1878. 

_ Modern economics made its first impression in 
Eussia through lectures given by Tretyakov (1772) Ti-etya- 
through the translations of the tFealth of 
published m 1802, of Sartorius in 1812, and of 
Schlotzer’s compendium in 1805. But the real hold 
which It has acquired is due to the witings of Storch 
already mentioned,^ which, taken as a whole, are far 
better than the treatises of Butovski (1847), Stepanov 
and Tchivilev (1848), Kamenski (1855), and Ver- 
nadski’s short compendium (1858). Gorlov’s Principles 
of Economics (1859) is not an original book, but has 
the merit of being definite and very clear; the same 
author s ^Science of Finance (1845) breaks the gi'ound in 
this field so far as Eussia is concerned ; but Turgueniev’s 
phenomenal monograph on taxes (St. Petersburg, 
lcl8;^ second edition, 1819) contains a fundamental 
chscussion of all leading points, and is not only the 
masterpiece of that generation, but deserves to be made 
accessible for students of to-day by translation. 

^ In order to form a definite picture of the character, 
amis, and importance of the works on political economy 
published in Eussia, the part played by a most rigorous Russian 
censorship must not for one moment be left out of censorship, 
account. Economics is taught in Eussian universities, 
it is a frequent topic in various Eeviews — the Economic 
Jmrnal, the Eioropean Messenger, the Russian Messenger, 
the Journal of the Ministry of Finance, and others, among 

which is the Magazine of Political Sciences (1873 ff.) 

but the censorship is always there to prevent certain 
things.^ Its effects w^ere especially hampering during 
the thirty years’ reign of the Emperor Nicholas, and 
t lej' resulted in turning many choice minds entirely 
away from facing problems of pure science and in 
cuttiiig them off from certain lines of applied economics. 

This is a quite sufficient explanation of the prominence 

^ See above, p. 311 . 
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The history 
of econo- 
mics. 


Eussiaii 

moiio- 

gi’aphs- 


given in the Eussian literature of economics to the 
history of ideas and facts, to statistics, and to com- 
parative legislation. 

Karatayev, A Bibliography of Finance, Commerce, and 
Manufactures (1714-1879). St. Petersburg, 1880. 
(Here may he found the titles of upwards of 
6000 works.) 

Ed. Berendts, Volks- und Staatswirthscliaftliche AnscJiau- 
ungen in Bussland, St. Petersburg, 1888. 

Balugjenski’s work (1806), and also Maslov’s 
(18 20), on Sijste7ns of Economics, belong to the domain 
of the history of economic literature, as does Babst’s 
decidedly superficial account of law (1852), ''and far 
better works, such as Geissmann’s account of the 
physiocrats (1849), Muraviev’s book on Turgot (1858), 
Tsekanovsld’s on Adam Smith (1859) ; again there are 
Yanzhurs most notable volumes on the history of 
free trade in England (1876 ff.), and the interesting 
researches on French taxation during the eighteenth 
century made by Brzeski (1888), as well as an 
older investigation by Alexeyenko into Adam Smith’s, 
Say’s, Eicardo’s and Mill’s theories of taxation 
(1870). 

From works bearing upon economics at large let 
us now turn to those of greater detail, which deal with 
the data of economics, to monographs like Hagemeister’s 
(1883) and Tolstoi’s (1842) on Eussian finance; to 
Osokin’s important account of internal tariffs (1850), 
and of duties levied on patents (1856). Then, upon 
the theme of comparative fiscal legislation, A. Zablovski- 
Desyatovski has produced a learned work on Prussian 
finance (1871), and there is one which has not yet 
been finished by Kovalevski on the ancient jurisdiction 
of imposts in France (1870), and there are Eagozin’s 
essays on the taxation of tobacco (1870), and Lvov’s 
on patent duties (1879). 

More numerous and certainly not less but more 
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important are such statistical publications as are re- 
corded and interpreted by Professor Janson of St. 
Petersbui’g, in a paper which he has courteoiislT 
allowed the present writer to read (1880). Buschen 
wrote a popular account of Bussian statistical work 
(1867), and so did Livron (1874), and then we have 
the erudite and painstaking book of Janson, in three 
volumes, A comparison hehveen Russian statistics and that 
of the Western States of Europe (1878-80). Tchaslavski, 
Oilov, Kablukov, and ilson have busied themselves 
with agrarian statistics. Wilson's Atlas (1869) is 
uncommonly accurate, but Yermolov's Memmre suo' la 
procluctim agricole cU la Riissie is the best work of them 
supplement in certain directions the results 
^^bove-mentioned publications we may go 
to verekha on forests (1837), to Borkovski who wrote 
m 18/2, as Bezobrazov did in 1870, Janson and 
Orbmski in 1880, and Fedorov in 1888, on the corn 
trade, and finally Skalkovski and Bezobrazov give very 
welcome information concerning mines. The consider- 
able difficulties offered by the subject of manufactures, 
and commerce in Russia have not resulted in any Tieyleei' 
of this important branch of statistics. On manufaetiii-o.^ 
t ere is an admirable collection of monoaTaph,s 
6o), and the excellent Atlas of Timivyazev (18 70 ,; .socoiid 
edition, 1873); concerning commerce and the various 
Rus,sian fairs we have the vritings of Aksakov ( I ) 
and Bezobrazov (1866). 

_ Many causes culminating in 1865 are resima.M’I.R 
lor the remarkable awakening of interest in ecom.nti. - >■' 
which seems to date from about that time. Ann in v 
ly®® mentioned the writings (1859-1 sdi'i .it 

fccw a time to .Siberia in 

‘ He also translate Mill, adding coniiutMiis 
ms own, and, like the economists above i„ 

tavoured the maintenance of the village commmufd^ ir 

Russia. _ His work is known in FnTnce rl:--..;;:-;: 
translations. The emancipation of the serfs ie-.r;. 
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about a very critical state of tilings in Eussia, then 
there were reforms in taxation which facilitated a 
broader line of research, joint-stock companies became 
more and more numerous, especially those organised for 
building railroads ; a State Bank of large proportions 
was founded and put great quantities of paper money 
into circulation. The studious activity of economists 
dating from this time may here be represented by 
Kavelin, Posnikov, Yefimenkov, Trirogov, Trylov, 
Skrebitzki, Ivanyukov, Thdrner, Prince Yasilchikov 
(1876), and Sieber (1883), all of whom treat of the 
condition of the peasantry and of village communities ; 
by Yakovlev, Koyupanov, and Luginin, whoser subject 
is rural banks for lending money; by Tsekhanovski, 
Golovachov, YTtte, and J. S. Bloch, who have studied 
railways. BlocKs statistical -work in five volumes 
(1878) is learned but not critical, and the best book of 
all on railways is A. Tchuprov’s, published at Moscow 
(1875-78), who is definitely German in his views, 
favouring the State management of railroads. On 
joint-stock companies there is what Tarasov and what 
Isaiev (1879) have written, and also ThornePs mono- 
graph on comparative legislation ; on banks and circula- 
tion we have works by Lamanski, Kulomsin, Wreden, 
Chvachenkov (1880), and Kaufmann, who has also 
treated of savings banks (1875). 

The science of finance is a very favourite study in 
Eussia. Bezobrazov’s lectures published by lithography, 
as -well as those of Lebedev- — a professor at St. Peters- 
burg, who has also produced a stupendous book on finan- 
cial law, — and the lectures of Mtihlhausen, professor 
at Moscow, are far superior to such barely tolerable 
books as Lvov’s and Patlaeffski’s manuals, and have 
done much to disseminate sound financial views. 
Yanzhul has produced excellently learned monographs 
in this field, he too being a Moscow professor. There 
is a collected 'edition of some of thevse (1884) ; Lebedev 
has given a detailed account of local taxes (1886); 



HISTORICAL PART 


XIII 


456 INTRODUCTION TO POLITICAL ECONOMY chap. 


economics in his ample ti'eatise (1886), and so does 
Wreden in his (1874; second edition, 1880), and 
Ivanukov also in his (second edition, 1886) — ail these 
witers being of the German school. Other much- 
appreciated compendia are by Liliev (1860), Bunge 
(1870), and L. W. ChodsM (second edition, 1887); and 
to these it may be pardonable to add a most accurate 
translation of the present writer’s First Elements of 
Social Economics^ made in 1886 by Professor Sokalski 
of Kharkov, who added a bibliographical appendix of 
his own. 

The Baltic The historical writer mentioned above, AL Bruckner 
Provinces. ] 3 y name, belongs to the Baltic Provinces. rHe has 
written an interesting monograph on money, — Kupfer- 
geldhrisen (1867). Prom the same district comes the 
distinguished waiter Alexander von Oettingen, who has 
devoted himself to bringing statistics to bear upon 
ethical data. From the Baltic Promnces comes also 
the banker Goldmann, who WTOte Ea$ nissische Papier- 
geld (1866); the sociologist P. von Lilienfeld, already 
mentioned above, and Barens, who has written on rent 
(1868), belong to Couiiancl 

§ (3), HUNGARY 

The small space available here, and the existence of 
good special histories, allow us to abbreviate this account 
of Magyar literature in economics, and to say especially 
little of its earlier phases. 

See the book by Kautz (cited on p. 123). The present 
writer wms also kindly allowed by the courtesy of 
the late lamented H. J. Bidermann to consult his 
admirable historical sketch, Das '^Studiwn der Poli- 
tischen Oelmnomie %md Hirer Hilfswissenschaften in 
Ungarn. Kaschau, 1859 (privately printed). 

The Uni- The foundation of the chair at the University of 
TyrnSi^^* Tyrnau ior CameralmssenscMf ten in 1760, which was 



uuenciai memoers ot tue aristocracy,— roused a public 
interest m economic questions which was out of ail 
proportion to the scanty knowledge of the subject which 
could be drawn upon, and the scarcity of economic data Scruritv oi 
to work with, this last being a result of the almost gfo'l '-'ook^ 
entire neglect of statistics in Hungary. The work of 
tSonnenfels, translated into Latin by Beke (1807-8) 
was use<l as the required school text ; Hubnerk yalu 
able works had less vogue — see his PoUtia chifatix 
(1829)— and the same is true of Henfner’s Introductio in 
aconomuim. politicam (1831); both of these books are 
more or less based upon the German manuals of that 
day. 

A powerful impulse was given to economic studies 
in their application to the needs of the country by Count 
Stephen Szechenyi, an illustrious patriot, who wrote 
under the inspiration of liberal ideas and in the native 
Hungarian tongue. Among the brilliant special studies 
which he produced are ; (1) HM {On Credit), 1.830; (2) Jiouo- 
lilaej {Light), 1831; (3) Stadium, 1833; (4) A /jc/ri graphs and 
mpe {The Oriental People), 1841. Controversies ensued 
in which many took part, notably the Conservative 
Count Joseph Desewfiy, who wrote a monograph on 
credit of his own, A liiiel, 1831 (a German translation 
appeared at Haschau in 1831). Sz6chenyi’s influence 
and popularity were such that he helped on reforms 
that were urgently needed iiC order to secure the aboli- 
tion of feudal impediments and of monopolies, to 
refashion the means of transportation and secure the 
extension of facilities for credit, and many other things 
equally necessary. In the same general lines Csato 
wrote on economics in general (1835^ and Gyory 
treated of the effect of machines on wages (1834), 
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and on_ means of communication (1835), ivMle Sranyi 
dealt with the public debt and paper money (1834). 

The next impulse given came from the enthusiasm 
wakened by Friedrich _ List’s work, and from a wide- 
spread desire to establish a restrictive system which 
was nmsed by the famous protective league, called 
^adegylet, until its exaggerated schemes were censured 
by List himselL In the writings of F6nyes, Pusztai, 
wulsztey, in lr6fort’s disquisitions on various systems of 
economics (1843), may be traced the effects of this 
somewhat hysterical mood. More moderate, though 
substantially of the same mind, are Erd^lyi in his Nmzeti 
Ipamnk (Oia- Economics), 1843, and the erudite Aug. 
Karvasy, a professor at Pesth, in his compendium oi 
political economy, a valuable book which embraces the 
economics of scientific finance,— M politika Tudomdnyok, 
1843, m two volumes (second edition, 1845-47) 
The same writer gave an account of the historical turn 
which economic studies had taken (1855). There are 
good monogiuphs on land tenure by Gorove, Brunneck 
Micskey, Meszaros, Korizmics, and many others; on 
inclustry, corporations, and usury by Erdeljd, Szokolay, 
and bimon j on commerce, credit, and banks by Foga- 
lasy, Janko, Kdvacs, Parkas, and Csengery; on money 
and finance by Count Emil Desewfiy, Kem6ny, Pay 
Kritzbay, and others ; on socialism by the same 
Kaiw^sy mentioned above, as well as by Baron Eotvos 
and Deresenyi. 

Among contemporaries it is necessary to make special 
mention of Eoscher^s learned pupil, Professor Kautz, 
who IS now at the University of Pesth ; of the inde- 
fatigable Professor B6la Poldes (Weiss), the author of 
various papers written now in Hungarian and again in 
ueman, and of a compendium of political economy 
( 1 S 81 ); Mariska and Matlekowics, to whom we owe 
two treatises on the science of finance; Ldnlay, who 
has repeatedly discussed banking ; Gyorgy, Hegedus 
and so on to the end of a long chapter, for wiiich there 
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is not room kere. Matlekowics enjoys an especially 
considerable reputation for Ms diligent and trustworthy 
works on commercial politics, not a few of which are 
very widely known, because he published them in 
German. The same may be said of Horn's studies on 
banking which came out in France. 

J. Kautz, Nemsetgazdasdg is Mnzilgytan {Political Economy 
and Finance). Budapest, 1884. 2 vols. Fifth 

edition, 1885. Other monographs by him are (1) 
on the history of gold and silver (1877), and (2) 
on the monetary question (1881). 

Bela Foldes, A neinzetgazdasdgtan is pimilgytan MziJcmyv 
(The Economic and Financial Handbook). 1881. 

'SS' . Pinzilgytan (Finance) . 1871. 

S. Matlekowits, (Finance). 1876. 


CHAPTEE XIV 


POLITICAL ECONOMY IN THE UNITED STA-TES 

The physical, social, and political conditions peculiar to 
the United States of North America, and the immense 
expansion of wealth, enlightenment, and power of 
which that country has been the theatre, naturally 
prompt the student of economics to look for the records 
of a development of his science commensurate with and 
parallel to what has been achieved in other lines. 
Protection, And it is true enough that the enormous dimensions 
taxation, rapidly assumed both by the territory and the capital 
National nation as a whole, the gigantic development of 

Deljt. its available means of communication, the ceaseless 
alterations in its system of banking and currency, the 
alternations in successive tariffs between protection more 
or less complete and approximately free trade, the experi- 
ments of all kinds in taxation, the portentous increase 
and the no less phenomenal extinction of the National 
Debt, the conflicting play of manufacturing and anti- 
slavery interests in the North in favour of protection 
against the pro-slavery and agricultural power of the 
South which favoured free trade — ^all these phenomena 
Mono- are of the highest impoi-tance, and have been made the 
graphs. subject of valuable studies, historical and statistical, and 
the lessons to be learned from them by European econo- 
mists are by no means few. 
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Orrin L. Elliott, The Tariff Controversy in the United 
States from 1789-1833, with a summary of the 
peiiod hefoie the adoption of the Constitution, 

Leland Stanford Junior University Monographsj 
History ard Eemwmics, No. 1. Palo Alto Cali- 
fornia, 1892. 

A. S. Bolles, Industrial History of the United States. Third 
edition. Norwich, 1879. 

^Y. G. Sumner, A History of American Gurrencv New 
York, 1878. ‘ 

E. J. James, Siudien iiber den Amerikanischen ZolUarif. 

. Jena, 1877. 

W. G. Sumner, Lectures on the Histm-y of Protectmi New 
Yoilt, 1877. ■ 

A. S. Bolles, Ihe Financial History of the United 
States fro7n 1774 fo 1860. New York, 1879-83. 

2 vols. 

E, G. Bourne, The Histor'y of the Surplus Fevenue of 
1837. New York, 1885. 

^ But the very first lesson which we learn by a scrutiny Excep- 
of all these special investigations is the recognition that tioa.al 
exceptional circumstances of various definite kinds have 
operated in the United States so as apparently to sus- 
pend for a time the validity of several universally acting 
laws of economics as formulated by the classical school 
and therefore to prevent any advancement in our science 
at all parallel to the increase of wealth and the develop- 
ment of institutions. These laws were those touching 
over-population, decreasing returns, rent, and pauperising 
none of which seemed, even to those American writers Local liiait- 
who admitted their truth in the abstract, to have anyations. 
practical meaning or possible bearing on the immediate 
concerns of their own country. The great majority of 

Americans were simply incredulous about them. Then , 

again, even those discussions of general economic prin- 
ciples which were actually carried on about slavery, free 
trade and protection, monometallism anS bimetallism, 
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POLITICAL ECONOH'Y IN THE UNITED STilTES 

Thl social, and political conditions 23eculiar to 

the Ignited ^States of Nortii America, and tlie immense 
expansion of wealtli, enlightenment, and power of 
tint coiintrY has been the theatre, naturally 
[)roiii|>i the student of economies to look for the records 
of a di‘ \-eiopment of his science commensurate with and 
parallel to what has been achieved in other lines. 
Pvt’tttviioH, And it is true enough that the enormous dimensions 
nixidicia rapidly assumed both by. the territory and the capital 
\Ciilrnm! nation as a whole, the gigantic development' of 

its available means of commimication, the ceaseless 
alterations in its system of hanking and currency, the 
alteiaiatiuns in successive tarifts between protection more 
( a- less complete and approximate^ free trade, the experi- 
ments of ail kinds in taxation, ' the portentous increase 
ant! tile no less phenomenal extinction of the National 
Debt, the conflicting play of manufacturing and anti- 
slavery int(n*ests in the North in favour of protection 
against the pro-slavery and agricultural power of the 
vS«)uth which favoured free trade— all these phenomena 
!\L)no. are of the highest importance, and have been made the 

graphs. subject of valuable studies, histoinral 5ir>r1 c-fa+iofiooi 
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Orrin L. Elliott, the United 

States from 1789-1833, Avith a summary of the 
period before the adoption of the Constitution. 

Leland Stanford Junior University Alonographs, 

History and Economics, No. 1. Palo Alto, Cali- 
fornia, 1892. 

A. S. Bolles, Industrial History of the United States, Third 
edition. Norwich, 1879. 

W. G. Sumner, A History of American Currency. New 
York, 1878. 

E. J. James, Studien ilher den Amerikmischen Zollkwif. 

. Jena, 1877. 

W. G. Sumner, Lectures on the History of Protection, New 
Yoi^, 1877. 

A. S. Bolles, Hie Financial History of the United 
States from 1774 to 1860. New York, 1879-83. 

2 vols. 

E. G. Bourne, The Histmij of the Surplus Peveme of 
1837. New York, 1885. 

But the very first lesson which we learn by a scrutiny Excep- 
of all these special investigations is the recognition that tionai 
exceptional circumstances of vaxious definite kinds have 
operated in the United States so as apparently to sus- 
pend for a time the validity of several universally acting 
laws of economics as formulated by the classical school, 
and therefore to prevent any advancement in oim science 
at all parallel to the increase of wealth and the develop- 
ment of institutions. These laws were those touching 
over-population, decreasing returns, rent, and pauperism, 
none of which seemed, even to those American writers Local limit- 
who admitted their truth in the abstract, to have any 
practical meaning or possible bearing on the immediate 
concerns of their own country. The great majority of 
Americans were simply incredulous about them. Then 
again, even those discussions of general economic prin- 
ciples which were actually carried on about slavery, free 
rade and nrotection. monometallism ariS bimetallism. 
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direct and indirect taxation, the perpetuation or extinc- 
tion of debt, the advisability or otherwise of a single 
United States bank and of a legal-tender bank-note 
currency, are for the most part represented by written 
and spoken utterances of very questionable scientific 
value. The reason of the remarkably inconclusive and 
unscientific treatment of economic themes by Americans 
is to be found in the political aspirations of parties 
contending for supremacy. ISTo position could be de- 
fended on its merits as long as the accumulated stores of 
science were treated as a mere arsenal which federalists 
and anti-federalists, republicans and democrats alike could 
occasionally resort to in order casually to provide them- 
selves with weapons for party warfare. Questions of con- 
viction and of soundness hardly arose in the minds of such 
disputants in the field of politics ; for them it was enough 
to have the wherewithal to deal telling blows upon their 
Daniel momentary antagonists. Daniel Webster, for instance, 
Webster, began as a free trader, but his opponent being Calhoun, 
who shifted from the side of protection to that of free 
trade, no duty was plainer for Webster than to take up 
with protection, which he instantly did. Analogous 
passages in Henry Clay's policy regarding the United 
States Bank could be instanced, and it is notorious that 
S. P. Chase. S. P. Chase, Secretary of the Treasury during the war 
of the Eebellion, founded his great system of Hationai 
Banks under the influence of considerations which were 
almost entirely financial. But still there were excep- 
tions, and certain eminent statesmen, like Jefferson, 
Madison, Sherman, Garfield, and, conspicuous among 
them all, Hamilton, have undoubtedly given a sober 
and serious study to economic problems, and have shown 
iinqiiestionable talent for solving them. Science also 
owes a large debt to the zeal of administrative officers 
of the United States, which has urged them to produce 
important records of work ably done upon special ques- 
tions of fiscal and financial reform. Among these let 
it be enough to mention names like John Quincy Adams, 
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H. Lee, Gouge, Gallatin, and David A. Wells, — the last 
])eing of our own generation. 

John Quincy Adams, Purport iipoii Weights and Measures 
(1817). Washington, 1821. 

H. Lee, Peport of a Committee, etc. Boston, 1827. (A 
defence of free trade.) 

W. M. Gouge, A short History of Paper Money and 
Banicing, Philadelphia, 1833. 

A. Gallatin, Considerations on the Currency and Bankbuf 
System, 1831. Together with other works of his 
collected in vol. iii. of his works, edited by H. 

Adams in 1879. 

The ^instruction afforded in political economy by 
colleges and universities — which were multiplying all Colleges 
over the land, thanks to great acts of private generosity 
— was given for many years almost exclusively by minis- 
ters of this or that religious sect ; nor is the practice now 
wholly unknown. There was no question of a Govern- 
ment grant for this special purpose, nor was there any 
public interest worth mentioning in this branch of in- 
struction, and it is therefore not a matter for surprise 
that the text- books provided for it^ have been quite 
unheeded by learned men outside of America. They 
admired the works of Story and Kent upon law for 
years before they ever heard that America had econo- 
mists at all, and until very lately their neglect of 
American economics has been complete, exception being 
made in favour of Carey and Henry George, neither of 
whom can be described as having real scientific training, 
and both of whom stood wholly aloof from instruction 
of any kind. 

These considerations have prompted the following 
sketch, which is accompanied with references to the 
original sources of information, and based upon infor- 
mation generously afforded to the present writer by his 
American fellow-workers in the field of economics — 

White, Dunbar, Walker, Sumnei", Newcdmb, Laughlin, 
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Patten, Clark, Ely, Andrews,, and other distinguished 
economists. 

See S. A. Allibone, Gritkal Dictionary of English 
Literature and of English and American Authors, 
Supplement by G. F. Kirk. Philadelphia, 1878. 
3 vols. Oh. F. Dunbar, “ Economic Science in 
America,” in the North American lievieiv, voL cxii. 
Boston, 1876. Th. E. Cliffe Leslie, ^‘Political 
Economy in the United States,” in the Fortnightly 
BevieWj Ko. 203. October 1880. 

Much use has been also made of materials courteously 
placed at the writer’s disposal by Dr. H. J. Furber of 
Chicago, in the shape of the unpublished M§. of his 
valuable work entitled Studies historical and critical on 
the Development of Economic Theory in America (Leipzig, 
1890). Two final chapters to be devoted to the very 
latest publications on the subject were still lacking in 
the work as used here. 

§ (1) THE NATIONAL AND THE COSMOPOLITAN SCHOOL 

Benjamin Franklin (1706-90), the author of Poor 
EicharTs Almanac, is the first practical economist whom 
the United States ever produced. A work of his on 
population has been referred to on p. 167 above, and he 
produced others in which among other things he attacked 
slavery, defended paper money, and pointed out that 
labour is the measure of value. Dickinson’s Letters to a 
Gentleman (1765) set forth sound ideas on commerce and 
money, and Pelatiah Webster declared vigorously 
against forced currency. 

B. Franklin, A wMest Inquiry into the Nature and 
Necessity of a Paper Currency, 1729. Principles of 
Trade. 1774. His- other witings of economic 
interest are in the second volume of Jared Sparks’ 
edition of his complete works. Boston, 1840. 







leader among American writers on 

rS:£.r :fn 

(i?9o w?d°f r h“u. 

( lyy), and on money and manufactures (1791) He 
IT! ff ’^^^tallism, the institution of onj 

fedmal bank of circulation, and the necessity of a 
moderate protection of nascent industries by tariffs 

sri'eT protection for prLction’s 

'■ ’ position on this last point being nearly that 
now occupied by fair traders. & y 


A. Hamilton, Worh. New York, 1855. 4 vols. See 

also Sheas lAfe and £poch of A. HamUton, 1879 


Am?T? first of all the spokesmen for Raymond 

• . ■ j ^ national and protective theories, was partly protec 
mspired to his uttoance of them by animosity against 
ngland, and his Thoughts m Political Ecmiomy (1820 - 
second edition, 1823) put forward very lame arguments to 
prove the necessity of internal free trade and of restricted 
^oreign tra,de. These contentions are partly based upon 

tiilG notiOnnn.Q 1 -r It". _ 


^ o- vuuucauiuns are partly based upon 

the notorious distinction drawn by Lauderdale and 
^Milh between private and public economy. Not very 
different are the notions ventilated by Phillips in his 
of Pohkcal Economy (1828) and by Simpson’s 
The Working-Man’s Elanual (1831). Both these books 
also ring the changes upon the depravity of the English 
but they^are far outdone by Colton’s Public Ecmmy 
qf^o lMted Jtaies (1848), where it appears that 
Adam Smith, Eicardo, and Malthus had been paid to 
advocate free trade, and thus to accomplish the ruin of 
other nations. Alexander Everett gained much noto- 
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riety and many supporters for Ms Ideas on Fopii- 
lation (1833), wliere he makes short work of Malthus by 
attributing fantastic errors to him, and by maintaining 
that the demand for labour and the day’s wage increase 
in proportion as population grows more dense. A far 
more sensible defence of restrictive ideas was that of 
J ohn Eae, a Canadian Scotchman, in Some new Frindples 
of Folitioal Economy (Boston, 1834), where he undertook 
to refute Adam Smith’s theory of production, and really 
did contribute on the accumulation of capital certain 
observations of his own which John Stuart Mill adopted. 
In more recent years the late Professor Bowen of Har- 
vard College proved himself the ablest member of this 
school, and wrote a treatise which defended the banking 
principle,” and rejected the wages fund as well as the 
theory of rent. He further denied the practical value of 
Malthus’ views for America, where the farmer owned 
his own land and every workman was a caj)italist. He de- 
fended a temperate protectionism in order to utilise the 
mineral resources of the country and to promote a 
reasonable variety in nascent manufactures. Finally, 
there is another protectionist, Stephen Colwell, who 
wrote a commentary on List’s book in 1856, and pro- 
duced a subtle and accurate analysis of the mechanism 
of payments, in which he assails paper money, but some- 
what mars his argument by contending that banks should 
not be held liable to pay the face value of their own bills 
until payment on discounted bills shall fall due. 

Francis Bowen, Frinciples of FoUtical Economy. Boston, 
1856. Eewritten and published under the title of 
American FoUtical Economy^ IS70. 

S. Colwell, Ways and Means of Fayment. Philadelphia, 

. ,1859. , ' 

In marked contrast with these national theories as 
stated above was the prevalence of English ideas in the 
schools, which were early supplied with reprints of 
Adam Smith (1789, 1811, 1818, and often afterwards), 
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and for which Eicardo was made accessible, as well 
as Say, in Nicholas Biddle’s translation. All these 
works were criticised on the lines of extreme indi- 
vidualism m the writings of Thomas Cooper— praised 
iwthout stmt by MacCulloch— and of Francis Wryland 
Wayland was certainly a clear writer, and altLu-h 
there was no ori^nality in him, the suitable -corrections 
and additions of Chapin have kept his works sufficiently 
abreast oF the times to justify their continued use 
here and there as college text-books. The sam e can 
hardly be said of Willson’s El&nents (1839, or of the 
treatises of Potter (1841) and of Opdyke (1851), both 
^ the^ last being anti-Malthusians, nor has Vethake’s aine anti- 
Prmapfcs of Political Economy (1838 ; second edition, 

1844) been preserved from oblivion. It is the fruit of 
riper deliberation than any of . the others, but is written 
m a prohx and involved fashion, aUowing in case of war 
certain exceptions to the general rule of free trade. 

Th. Cooper, of Columbia College in the City of New 

ITork, Lectures on the Ekrmnts of Political Economy, 

1826 ; second edition, 1829. 

Fr. W^ylmd, The Elements of Political EcoTwmy. Boston 
Eecast by A. L. Chapin. New York, 188L 
A. h. Chapin, First Principles of Political Economy, 1881. 

§ (2) RESTRICTIVE AND LIBERAL OPTIMISM 

so-called Pennsylvania school has not contented 
Itself with a denial pure and simple of the 
theoriesj but has taken the more positive, but also the 
more precarious course of advancing counter-propositions 

1 Charles Carey (1793- Cawy a 
16 /y), a famous man no doubt, but still self-instructed self-taught 
just as much as is Henry George, and therefore open to 
the charge which holds against George of ignorance of 
scientific methods. Carey first published an essay on 
wages (1835), in which he attacked a pessimism which 
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he found lurking in the very essence of the theory of a 
wages fund. His political economy (1838) gives the 
theory of value as determined by the cost of production, 
deducing from it what he was pleased to call a law of 
the distribution of wealth. According to this law of 
his, the increase of profit, being absolute only and not 
relative, is- more than counterbalanced by the increase 
of wages, which is both absolute and relative, with the 
result that improvement in the condition of work- 
ing-men must inevitably be continuous. In his Credit 
System (1838) he is preoccupied with the scarcity of 
money ; in his Past, Present, ami Future (1848) he recants 
his earlier liberal views, returns with redoubled vigour to 
the charge against Ricardo and Malthus, and then states 
the famous theory of the order of cultivation for lands. 
From this theory he deduces the false laws (1) of 
increasing returns, and (2) of the greater relative 
accumulation of capital than of population. He restated 
these ideas for the popular mind in the Harmony of 
Interests (1850), and his system is presented still more 
broadly in his Social Science (1858), his most considerable 
work. Here he stands up for the doctrine of a pro- 
vidential identity between cosmic and social laws — a 
theory which receives more detailed statement in his 
Unity of Law (1872), — a work which offers a rich harvest 
of blunders in physics. Carey’s theories met in Lange 
with the master who could show up their unsound- 
ness in method ; see his /, Stuart Mills AnsicMen uher die 
Sociale Frage (1886), and Held ranked them with mercan- 
tilism, but Diihring has excelled himself in the sophis- 
tries by which he contrived to make Carey absolutely 
triumphant j see his Die Verhleinerer Careys (1868). 
A more temperate defence which accepts Carey’s views 
without abandoning free trade is that of Wirth (1863) 
and of Ferrara ; see vol. xiii. 1st series, of his BMioieca 
delV Fconomista, introduction (1853). 

H. C. Carey, Principles of Political Economy. Philadeli^hia, 



1837-40 3 vols Translated into Italian in the 

volume above cited of the Bmiofeca chlV Bcommhta 
Principles of Social Science. 1858-59 3 vols' 

Summarised by Miss K. MacKean under the 
title Manual of Socml Scwnce, imL Eeprinted in 
18 1 9. Miscellaneous Worh, edited by hk nephev' 

H. Carey Eaird, 1880. i j 

See on Carey : W. Elder, A Memoir of II. C. Corcn 

I'o T' Naiimialijhmoil 

Jena, 1885. Friedrich Engels, Duhrinfs Umwiil- 
zung cler Wissenscliaft ; second edition ISSfi 
Abraham Adler, Bicardo und Carey ker die 
G%undrente, 1873. And also Lexis in the Haiid- 
w&rterhuch der Staatswissenschaften, vol. ii. p. 808 

STni>r°wf most original is E. Peshine Peshiae 

bmitu, whose account of population is especially note- Smith 
worthy and indeed was adopted by Carey himself. 

H-lder, though a subtle and effective writer, lacks perfect 
accuracy, and is a trifle inconstant; Ellis Thompson 
Imows more than any of the rest about economic 
literature ; by far the feeblest mind among them was 
Horace Greeley {Essays, 1869). W. D. Wilson, who is 
not of Pennsylvania, has attempted in his First Principles 
(18y_ 5; ^printed in 1879) the very difficult task of 
making Carey’s views harmonise with those of Malthus. 

An appeal to the identity of being and not-being might 
help the argument. o o 

E. Peshine Smith, Manual of Political Economy. New 
York, 1853. Translated into French by C 
Baquet, 1854. ^ ' 

W. Elder, Questions of the Day. Philadelphia, 1871. 

Eob. Ellis Thompson, Social Sdence and National Economy, 

1875. Elements of Political Economy, 1882. Pro- 
tection to Home Industry, 

Professors Perry and Sturtevant are hardly followers Perry ami 
of Carey, but rather of Bastiat. Both favour freedom, Sturtevant 
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being convinced that competition makes fair prices, and 
quite easy in their minds about the increase of popu- 
lation. Perry combines Bastiat with Macleod, calls 
economics the science of value, believes in the gratuitous 
co-operation of nature, disallows rent, although he does 
admit the law of decreasing returns. He opposes cur- 
rency banks, and favours a tariff for revenue with the 
proviso that no duties be levied ad valorem^ but ail of 
them shall be specific. Sturtevant’s views are substan- 
tially the same, and he has the merit of being less i^rolix 
and of giving definitions more correctly. 

A. Latham Perry, Elements of FoUtical Economy. New 
York, 1866; the twentieth edition was published 
under a new title of Frinciyoles, etc, 1891. Intro- 
duction to FoUtical Economy. 1877 ; third edition, 
1882. (Containing only the most general statement 
of the theories of value, production, commerce, 
money, credit, and taxation.) 

J. E. Sturtevant, Economics, or the Science of Wecdth. 
New York, 1877. Eeprinted in 1881. 


§ (3) THE CLASSICAL SCHOOL 

Towards the middle of the present century, after the 
liberal reform of the customs tariff, the establishing of asub- 
treasmy and the publication of J ohn Stuart Mill’s treatise 
on political economy, the classical school gained the upper 
hand. Old questions had for the most part disappeared 
with slavery, so that when the war of the Eebellion was 
ended the only opponents remaining in the field against 
it were Carey’s disciples, who clamoured for the per- 
petuation of institutions established in the stress of war, 
and dictated by its necessities. These were the National 
Bank, the “Greenback ” currency, and the National Debt. 

For several years Professor Bascom’s compendium of 
economics — a ciear exposition of what are substantially 
Mill’s doctrines — was much in use. Basconi favours 
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of emission, and proposes “Green- , 
the substitution of certificates based upon a gold reserve 

Sne”Ses"kS“ 

general ^ imes, m a far obscurer style, is Amasa 
Walkers Science of Wealth, which is particularly full in 
discussing monetary and fiscal questions. He too 
attacks the Banking Act of 1863, and attributes the 
crisis of 1 873 to the permanent deposits made and main- 
tained according to Its provisions; he too urges the 
immediate payment of the National Debt, but he differs 
trom Bascom in rejecting the doctrine of Malthus. 

John Bascom, Political Econom/y. Andover 1860 Ee 
printed in 1874. ’ 

A. Walker, The Science of Wealth. Boston, 1866 • fifth 
edition, Philadelphia, 1872. ' 


A far higher standard of excellence is attained by Francis 
Amasa Walker s son, General Francis Amasa Walker Walker. 
President of the Massachusetts Institute of Technology 
in Boston, who published in 1874 a Statistical Atlas 
oj me United States, and ably directed the taking and 
publication of census returns in 1870 and 1880. Tie 
has written many special treatises, the substance 
(A which is contained in his invaluable Political 
Economy (New York, 1883; second edition, 1887), 
and was later on summarily presented in his brief 
text -book (1885), and again reduced within a 
smaller compass in his First Lessons (1889). His 
greatest special work is on wages — The Wages Question Wages. 
(1876; new edition, 1891), in which he draws a clear 
line between the entrepreneur and the capitalist, describ- 
ing their respective functions, and attacking the wage- 
fund theory, by an argument which ingeniously contenc b 
that wages — though it is convenient and usual to c ns 
burse for them before the whole account is nvide out^- 
are in reality the residual fraction of 
is left finally attaching to the products ‘ 

and profits have been deducted. His woi '- 
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(187S; new edition, 1891) is briefly I’estated in Ms 
Money, Trade, mid Industry (1879), and here be defends 
international bimetallism, showing little or no sympathy 
for mixed currency. His small book on Land and its 
Beni (Boston, 1883) is quite in harmony with generally 
accepted views, and gives a very felicitous refutation of 
Carey’s points in objection, dealing similarly with what 
Henry George and Leroy-Beaulieu have said in the same 
vein. In his treatise on economics the distinction 
between the pure and the applied science is rigorously 
upheld ; he founds the value of wealth — money being 
here included — upon demand and supply, making due 
allowance for the influence exercised by cost an^I by the 
final degree of utility ; he maintains that the owner of 
a mine receives not only a land-rent, but an additional 
sum as compensation for the exhaustion of the soil ; 
and finally he gives most useful considerations upon 
commerce, money, banks, socialism, and the condition 
of the working-mau. 

§ (4) HENPy GEORGE 

Everybody knows of Henry George, but nobody is 
inclined to accept anothers opinion about him, so 
extreme and so conflicting are the judgments passed 
by men who are often disqualified, — by ignorance, by 
passion, or both, — for an impartial estimate of so in- 
genious a 'Winter. He was born in 1839 at Philadelphia, 
worked as a type-setter at San Francisco in 1857, 
turned sailor, miner, journalist, and civil servant as 
occasion ofiered, and finally, having fixed his abode at 
New York, he has grown rich upon the proceeds of his 
extraordinarily successful books. His Progress and Poverty 
(San Francisco, 1879) contains a development of ideas 
sketched out before in his Our Land, and Land Policy 
(1871); soon he brought these ideas to bear upon 
Ireland, and wrote The Irish Land Question (1881). 
Very little that is new can be found in his Social Problems 
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(1884). In his Protection and Free Trade (1886) he 
makes an able ple^ for free trade ; finally, in a recent 
work he has passed strictures upon the Encyclical Letter 
of 1891 {Puerurn nomrum). 

Henry George is one of the leading champions of Territorial 
territorial collectivism, which is the object of vigorous <-'oi^ectiYisni 
attacks both from economists and also from socialists 
of other schools. He allows the productivity of capital, 
and is particularly clear on the good to be derived by 
using machines in production ; he defends both interest 
and profits, and absolutely denies the reality of a con- 
flict between capital and labourj; but he attacks the theory 
of Ma^thus and the law of decreasing returns, while 
he only allows Eicardo’s theory of rent a very qualified 
validity. WalkerVaccount of wages leads Henry George 
to similar results, since he invalidates it by exaggerating 
its effects. In maintaining all these points he by no 
means steers clear of self-contradiction. On one theme, 
however, he is equally inexhaustible and unwavering, 
he attacks and gives no quarter to the ownership of 
land, declaring that it violates the natural and inalien- 
able right to possess the earth inherent in all men as 
such. The unearned increment of rent and the The un- 
monopoly of landowners he holds up as responsible famed 
for industrial crises, the lowering of the rate of interest, 
and of wages. Here, then, we have the tap-root of 
pauperism. State intervention he rejects, and all 
schemes for giving State employment to labour, but 
he has a remedy of his own, and proposes to cure 
present evils by confiscating the unearned increment 
of rent, and by levying one single tax with no provision 
for indemnifying proprietors, although by its effect they 
would be only nominally in possession. Our author is 
confident that the adoption of this plan would so raise 
wages and profits as to heal all wounds now afflicting 
the body politic, and would provide the State with a 
revenue more than ample for the wantg of the very few 
remaining poor. His evidently sincere conviction, his 
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Lahour Differences and their Settlement (1886) ; on Co- 
ojjcration: Alb. Sbaw, Co-operation in a Western City.; 
E. W. Bemis, Co-operation in New England (1886); A. 
Ct. Warner, Three Phases of Co-operation in the JFest 
(1887) ; Ch. Bernard, Co-operation as a Business (1881) ; 
and finally N. P. Gilman bas discussed Profit-Sharing 
(1889). 

The literature dealing with the history of com- 
munism and of socialism is also very rich. As an able 
criticism Th. D. Woolsey’s Coimmmism and SociaUsin 
can be highly recommended ; on the ups and downs of 
communism in America there are works by Noyes 
(1870), Nordhoff (1876), H. A. Janies (1879), ajpd many 
others. Information as to the condition of the working- 
classes is contained in H. Young’s report on Lahour in 
Europe and America (1876), and in the far better ones 
which were subsequently made from time to time by 
that very able man Carroll D. Wright, while he was 
in charge of the Central Bureau of Statistics and 
Labour at Washington, 

• 

§ (6) THE PRESENT STATE OF AMERICAN ECONOMICS 

G. Cohn, Die heutige nationalokonomie in England und 
America,” in Schmoller’s Jahrhuch, thirteenth year, 
vol. hi. (1889), pp. 1-36. 

American universities have iniiitiplied, new chairs 
of economics have been founded, ad’orniistratke faculties 
have been organised as at New York and Philadelphia, 
the American Economic Association (1885) has been 
formed, special Eeviews have been brought out (1886- 
89), excellent monographs have been published in 
collected form. Controversies have been carried on 
through the writings of many young professors fresh 
from Germany and more especially from Halle, nor has 
there been lading a powerful intinence wielded hj the 
more matured thought of older professors, who comhfine 
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a knowledge of all that German science has achieved 
with an unwillingness to follow blindly its too 
exclusive vagaries. Such are the leading facts which 
explain the strides made during the last ten years by 
the study of. economics in America, and account for 
the eminence there attained by a group of able writers 
who have nothing to fear from a comparison with the 
ablest scientific lights of Europe, whether as to 
knowledge of principles or power of steady work. 

There is in what may be called here, though perhaps 
for the first time, the German- American school of German- 
economics, a real division into two groups, which also American 
has never been made before. These groups are plainly 
distiiiguishable : the first group sets great store by the 
inductive method and historical inquiry, and treats the 
purely scientific aspects of our branch of knowledge as 
out of date, but finds room for statistics provided it be 
strictly kept under the lead of history. The most put- 
spoken adherent of this plan for scientific study is 
Professor E. T. Ely of Johns Hopkins University, Balti- Historical 
more, a man of indefirtigable energy and of learning so 
great that it is not uniformly accurate. 

Eichard T. WlJ, Fremh a7id German Socialism, 1883. 

The Past and Present of Political Ecmiomy, 1884. 

Pecenf American Socialism, 1885. The Lahonr 
Movement in. America, 1886. Problems of To-day, 

1888. Taxation in American States and Cities, 

L888. An Introdnction to Political Economy, 1889. 
Ecwritten and, under the title of Outlines of Political 
Economy, republished in 1 893. 

To the same range of ideas are limited Professor Wono- 
Edmund J. James of the University of Pennsylvania, who i>y 
has written disquisitions on gas and gas companies (1887), 
on railways (1887), and on the monetary question 
(1888); Professor J. W. Jenks of Bloomington, who 
has criticised Carey and written mon^raphs, one of 
which is on legislation afiecting roads (1888) ; and E. 
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P. Faikner, Professor of Statistics izi the University of 
Pennsylvania, who has translated Meitzen’s work on 
statistics. Eather more moderation is exhibited by 
the two economists of Columbia University in 'New 
Y'ork, Professors Seligman and Mayo Smith, the former 
being an expert in finance specially devoted to historical 
investigations, and the latter having written good papers 
on statistics and on economic method in general. 

E. E. B. Seligman, Conihmiiyof Ecownm TIw 1886. 

. Tivo Chapters on the MecUmml Guilds of England, 

1887. On the Shifting and Comcidence of Taxation. 
Baltimore, 1892. 

E. Mayo Smith, Methods of Investigation in^ FoUtkal 
Economy^ 1886. Statistics and Econornics, 1888. 

Intermedia This part of the present theme would be incomplete 
without honourable mention of Professor Henry Carter 
Adams. Adams of the Michigan University at Ann Arbor, who 
lias written valuable economic treatises on the Bclation 
of the State to Industrial Action (1887), on Taxation in the 
United States (1884), and on Public Eehts ‘(tSSd). In 
Carter Adams we have, so to speak, a personification of 
the contact between the two groups of the Cerman- 
American school. He has published something in the 
general vein of Held’s G^'undriss, which he calls an 
Oidlim of Lectures upon Political Econemvj (1881 ; second 
edition, 1886) ; but still he belongs to the more speci- 
fically historical group which has for its organ the 
Political Science Quaiierlg, edited in New l^ork (1886). 

Of far greater originality and of much more interest 
Second theoretical point of view is the second group, 

group more who are earnestly devoted to pure science. Of their 
for pure number are Professors Patten of the Univei’sity of 
bcieiice. Pennsylvania, Giddings of Bryn Mawr, Clark of North- 
ampton, the last of whom often reaches conclusions 
identical with those of the Austrian school They have 
made interesting contributions to the theories of capital, 
value, and distribution. Deserving of mention are also 
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Wood, who threw light upon the theory of wages, 

Hawley, who defended Walker’s doctrines against 
Atkinson in his Distribution of Froducts (1885), and 
finally Tuttle, who -wrote in 1891 on the idea of 
wealth. 

The most original and active among the economists 
above mentioned is Patten. As a writer, his style is Patten’s 
faultlessly clear j as a critic, though sometimes pre- o^riginality. 
judiced, he has great insight so far as classical 
economists are concerned; he has rightly laid stress on 
the theory of consumption ; but he attempts to bolster 
up protection with arguments which at their best are 
only specious. 

Clarlv does not succeed in writing very clearly; he 
has insisted upon the ethical aspect of certain economic 
questions, and has expounded capital and interest with 
much the same result as Giddings, who is, however, 
frequently the more subtle logician of the two. 

Simon Patten, The Premisses of Political Economy, 
Philadelphia, 1885. The Stability of Prices^ 1889. 

The Consumption of Wealthy 1889. The Funda- 
mental Idea of Capital^ 1889. The Economical Pre- 
misses of Protection, 1889. The Theory of Dynamic 
Economics, 1892. 

John B. Clark, The Philosophy of Wealth, Boston, 1886. 

Capital and . its Earnings, 1888. Possibility of a 
Scientific Law of Wages (1889), and other articles 
on the same subject (1890-91). Clai^k and 
Giddings, The Modern Distributive Process, Boston, 

1888.. ■ 

Franklin H. Giddings, Sociology and Political Economy, 

1888. 

Stuart Wood, Theory of Wages, 1888. A Critigue of 
Wages Theories, 1891. 

General Francis A. Walker, already mentioned with Contro- 
appreciation in these pages, aroused a yery fruitful dis- 
cussion by his works on The Scnme of Eusmess ProfUs Hacvane. ^ 
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(1887) and on The J)ocMm of Beiif and the Besidual 
Claimant Theory of Wages (1891), wliick were answered 
by Macvane (1887), Clark, and Hobson (1891). These 
writers defended a new theory of distribution which 
based it upon rent, this being regarded by them as 
analogous to profit and interest. There is a little book 
called .• Economic Discussion (New York, 1886), 

which well deserves attentive perusal It contains 
several essays on the aim, function, and method of 
economics, and the authors are partly of the German 
school — Adams, Ely, James, Patten, Seligman, and 
Mayo Smith — and partly of the classical seliool — ■ 
Hadley, Newcomb, and Taussig. 

Among the more conspicuous upholders of the 
The class- traditions of the classical school in economics who 

"Walker are Charles F. Dunbar and 
aua\sum- Sumner, at the head respectivelj^of the Department 



of Economics in Harvard Uniyersity and at Yale. 
Professor Dunbar has a profound acquaintance with the 
history as well as the theory of political economy, nor 
is he ever found wanting in detailed knowledge of the 
progress made in his subject abroad. His trained skill 
as an editor is evinced in the management of the 
Quarterly Journal of Economics, founded at Boston in 
1886, which takes its place easily in the foremost rank 
among all Eeviews now published. For that periodical 
he has written much, and his real mastery is shown, 
perhaps as well as elsew’-here, in an article published in 
its first volume on ‘‘The Eeactionin Political Economy.^'' 
On questions concerning credit he is really an expert, 
as ma}^ best be seen in his very recent publication of 
Chapters on the Theory and History of Banldng (New 
York, 1892). His pupils are many, but among them 
should be named Bourne, who is already mentioned in 
these pages, and more particularly J. Laurence Laughliii 
and Taussig. Laughlin, before his recent appointment 
as Head Professor of Economics at the new Chicago 
University, had published an introductory work on The 
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Study of Political Economy (1885), an abridgment of 
Mill’s principles (third edition, 1885), which he en- 
riched by learned illustrations, a monograph on The 
History of Bimetallism in the United States (1886), and a 
good compendium on the Elements of Political Economy 
(New York, 1887), which contains interesting con- 
siderations on value. F. Taussig has studied 
coalitions, and to still more purpose has investigated 
tariff laws in essays which were afterwards collected 
under the title of The Tariff History of the United States 
(1888). He makes it tolerably evident that the condi- 
tions which justified temporary protection, or might 
have been supposed to justify it, have ceased to exist 
in Amerfca. 

Criticisms of an historical kind on the prevailing Sunmer 
monetary and protective policy of the United States 
have been spoken of. Turning now in a different 
direction, we are confronted by Professor ‘William 
Graham Sumner’s sociological study entitled, JVhat 
Social Classes otve to each other (1883), which has been 
translated into French, and we find also essays by him 
written on wages and against bimetallism, — Collected 
Essays m Political and Social Science (New York, 1885). 

A defender of the “ currency principle,” and all but Optimisra. 
opposed as he is to co-operation, Sumner calls for 
freedom now and freedom always, and hence nearly 
half of him belongs to the school of the optimists. 

Equally eminent among the adherents of the classi- 
cal school are Newcomb, Hadley, Andrews, and Mac- 
vane. Simon Newcomb, the illustrious astronomer, has 
also written admirably on economics, as may be seen 
by his articles in the No7ih American Beview for 
October 1875 on method, in the Princeion Review for 
May 1880 on the division of labour, and in the same 
periodical for November 1884 on the two schools of 
political economy. Later on be published his Princiffes Newcomb’s 
of Political Economy (New York, 1886), which 
remarkable for clearness and gives very definite 
,2 I . ,, 
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analysis of the mechanism of circulatiop Imt is rather 
on committal as to the question of coinage, and 
ridedly impracticable in pts chapters mi ^onomm 
art where taxation especially is lame } 

Axthm- T. Hadley, by way of conteast, ccpiallj - 
home in theory and in practical discussions , nasne 
is his master, and he has produced an epoch-marking 
mono<^raph on FMilroad Transportation; lis Eisfuu/ and 
iU iims (New York, 1884). 

be mentioned an interesting production by piicpcs 
Francis Adams on Railroads; their Origin and 
/m'iO'l Hadley, in the work just named, as well as in 
later works (1886 ff.), discusses with admmable thoroug ^ 
ness the burning question of inoiiopolie., h 1 

Clark and Giddings have also written, J 

Gunton, Jenks, and many others. Hadley s ^i^meii , 
however, easily bears away the palm, and he ■ - 

S Comparison even with the^famous dissertation by 
lAinwHcliter, Die KciTtdlc (Ibbo). 

^ E H Andrews was a pupil of Hclfench, and is at 
nrerent at the head of Brown University. His bioad 
hiformation and many-sided training are associated with 
a temperate judgment ami 

thi«! lost being especially sennceable to him in ms 
SkrYtiangi'saoh ..a that dealmg 'vitt money, -d(« 

V Wnnrst Dollar (1889 ), — and in his consideration of mono- 
‘h- -Dolies (1890).^ But all his qualities combine to make 
h2 irkted account of economics a most invaluable 

iThod-book; its text is concise and well considered and 

the notes, explanatory and bibliographical, acldei y 
Zx me equally valuable for the teachers and the 

taught. 

E. B. Andrews, Instituies of Economics. Boston, 18AJ. 

,.3 Another notable text-book, that «! Pcof<^sor Mam 
t vane of Harvard University, is written on lalUti 
different lines. Avoiding all parade of erudition, Mac- 
tne Smply evolves the llading ideas of pure economics, 
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using every-day language, and duly appealing to neces- 
sary illustrations when he proceeds to deal with certain 
applications of these ideas. Andrews, not less than 
Macvane, belongs to the classical school, but Mac vane 
is more shy of innovation, and adheres strictly to 
Eicardo and Mill. He is faithful even to the theory of 
the cost of production, which he has defended in papers 
contributed to the Quarterly Journal of Economics (1887 
If.), wherein he specifically attacks the theory of the 
final degree of utility formulated by the Austrian 
school, and also Walker’s doctrines of wages and 
profits. 

S. M. ’Macvane, The Working Principles of Political 
Economy, New York, 1890. 

See the Phcviews above cited, and also the North Ameri- 
can Pt>emew, New Princeton Eeview^ Yale Beview, 
ScnhiePs Magamne, Popular Science Monthly^ Social 
Economist, Journal of Political Economy (Chicago), 
and particularly the Annals of the American Academy 
of Political and Social Science, Philadelphia, 1890 
ff. The Cyclopedia of Political Science, Political 
Economy, etc. (Chicago, 1881-84, 3 vols.), directed 
by John J. Lalor, the translator of Eoscher, con- 
tains good original articles by Burchard, Ford, 
Hadley, James, Knox, Weeks, White, and others, 
but it is substantially a translation of Coquelin’s 
Dictionnaire, 
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CHAPTER XV 

POLITICAL ECONOMY IN ITALY 

The undoubted superiority of the Italian ecoiicmists of 
the eighteenth century as compared with those of the 
present century is a very open secret, and may be 
accounted for by unusual hindrances which have stood 
latterly in the way of our economists, who were 
grievously hampered all through the years of foreign 
preponderance and supremacy in Italy. Governments 
went to such extremes in their distrust that restrictions 
of the fr<\i.om of the printing press were multiplied, 
and in th /case of the very few professorial chairs that 
were ma'.^tained, the teaching w^as hampered by authority 
at every turn ; add to this the great difficulties which 
stood in the way of intercommunication between the 
various parts of Italy, as well as the still greater 
obstacles to free intercourse with other nations, and our 
plea in extenuation is complete. We have simply to 
thank heaven for the final and complete consummation 
of our national independence, which has brought 
with other blessings the progi*ess in Italian economics 
that has taken place in the last twenty years. 

L. Cossa, “Saggio di Bibliograha dei trattati e com- 
pendii di economia politica scritti da italiarnV' in 
the Giormle degli Economist^ September 1891 and 
January 1B92. Bologna. 
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§ (1) FROM 1800 TO 1814 

Althougb. the period of French supremacy in Italy, The French 
as elsewhere, was what may vulgarly he termed “ a 
head wind^' for Messieurs les idiologues, there were still 
left men with ideas enough to do good teaching in 
economics there were Valerian! at Bologna, Cagnazzi 
at Naples, Balsamo at Palermo, and Scuderi at Catania ; 
there was even courage enough left to inspire Balsamo 
in a defence of liberal views, and Fabbroni stood with 
him, as well as that industrious and erudite investigator 
and annotator of our old-time economists, Baron Pietro 
Custodi (1771-1842), whose collection is constantly 
referred to in these pages. 

Economic questions were constantly touched upon by 
Eacchetti of Cremona (1802), and in their works on 
public law by Martignoni of Como (1805), De 
Simoni of Trent (1807), and the Venetian Angelo 
Eidolfi, to still more purpose, in his Diritfo Sodale 
(1808). In the meantime Luca De Samuele 
Cagnazzi of Altamura (1764-1852) published his Ele- 
menti di economia politica (1813), where he lends cleai*- Cagiiaz 2 i or 
ness and good arrangement, but no originality, to a 
statement of the arguments and conclusions of Adam 
Smith and Say. This publication quite threw into the 
shade all previous essays of the kind, which were 
either too short, like Tamassia’s (1802), Milizia's 
(1803), and Serafim's (1811), or too specifically prac- 
tical in their aims, like Azzariti’s (1800), or else, like 
PredevaFs (1807), they were not suited for use as text- 
books. 

Giovanni Fabbroni belongs to this period (1752- 
1822), and was a strenuous defender of the reforms Leopoido’s 
called Leopoldine, being most especially in favour of 
freedom for the corn trade, upon which he stated his 
views in several controversial pamphlet?^, as well as in 
the more useful form given to them in his invaluable 
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book, Dei provvedimenti cmnonajii (second edition, 1817). 
Liberty, so far as tke commerce in breadstuffs is con- 
cerned, was advocated in Gioja’s Sul commercio del comes- 
tihili e il caro prezzo del litto (Milan, 1802), as well as by 
Scarpelli, Palmeri-Salazar (1813), and notably by the 
famous Yittorio Fossombroni. 

That model patriot, tbe abate Paolo Balsamo (1764- 
1816), a pupil of Arthur Young, was also an expert 
Agricni- in agriculture, and succeeded Sergio the mercantilist 
(1806) at Palermo, where he did much for the spread 
of Adam Smith's views throughout Sicily, and made a 
vigorous move for reforms intended to deliver agriculture 
from the incubus of feudalism. ^ 

Raccolta degli economkti toscanL Florence, 1847-49. 4 

vols. (Fabbronfs and Gianni's works are here 
given.) 

P. Balsamo, Memork economkJie cd agrarie, Palermo, 
1803. Memork hiedite di gmhUka economia. 1845. 
2 vols. 

See View of the Prcseid State of Skilg from a late 
siirmg of the Ahhate Balsam o, by Thomas W. 
Vaughan. London, 1811. 

iVmong others who were devoted to economic study r 
may be named ; Prospero Ealbo and Galeani Napione, 
Economics in Piedmont ; in Lombardy, Giambattista Giovio of 
in Pied- Oomo {OpuscoU, 1804), Niiytz (1802), who wrote on 
Lomlanly. Garli, who proposed a bank for the silk 

industry and for discount (1813); in Central Italy, 
Count Marco Fantuzzi of Eavenna {Memork^ 1804), the 
protectionist Colizzi-Miseili {Sidhi lana greggla^ 1802), 
and M. Nicolai {Sulla campagna e siiW aanona di 
Porna^ 1803); in the southern provinces Targioni, a 
Southern Tuscan by birth (1802), who engaged with Marulli 
(1804) and De Mattia (1805) in a controversy about 
almsgiving. There are also other names, whicli may ])e 
found recorded in G. Albergo's history, in connection 
with this controversy, and there is the Sicilian author 
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of those admirable papers, Sulla moneta bassa di Sicilia 
(Palermo, 1814), Antonio Della Eovere. 

§ (2) FROM 1815 TO 1830 

Instruction in economics was commonly entrusted 
to protectionist professors, as at Palermo and Catania ; Protection- 
else where, as at Pavia and Padua in 1817, it was ism in imi- 
supplanted by a course on 'political science and juris- 
prudence; at Naples it was suspended (1820-25), and 
it was definitely suppressed at Parma (1820), ;:Turin 
(1821), and Bologna (1824). A partial revival of it 
was made in various Eeviews — the BiUioteca Italiana 
(1816-40), the Conciliatore (1818 f.), the Giornale arcadico 
(1819-70), the Aniologia (1821-32), the Giornale di 
Scienrje, Leiiere, ed Arti for Sicily (1823-42), and the 
Amwli Universali di Sfaiistim (1824-71), founded at 
Milan by Oustodi, Gioja, and Eomagnosi, and taken up 
afterwards by Sacchi. 

Yarions successive treatises on economics had a 
varying degree of success ; there was Eessi’s (1817-20), 
Agazzini’s (1822 and 1827), and a rather better one 
by Carlo Bosellini of Modena {Nuovo esame delle sorgenti General 
della -gyrivata e della piibhlica rkhezza, 1816 f., 2 vols.), ti'^atises. 
there was a scholastic compendium by SanfilipjDO of 
Palermo {Istiturdon% 1824), who treads in Say’s foot- 
steps, and a similar book by Professor Scuderi of 
Catania, which is, however, marked by broader treat- 
ment and a more intelligent appreciation of the require- 
ments of Sicily — Frincigni di civile economia (1827, 3 
vols.). But all these works were thrown into neglect, 
as were their authors, by the far greater fame contem- 
poraneously achieved by Yaleriani and Gioja. 

Luigi Molinari Yaleriani of Imola (1758-1828) was 
a philologist, a philosopher, and a jurisconsult, an 
energetic teacher and an erudite writer, but prolixity 
and obscurity were his bane. He particularly 
interested by the relations of economics to law, and 
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he studied the theories of value, price, exchange, aud 
distributive justice with remarkable diligence. 

Del 1806. Discorsi, 1807. Dei camM, 1823. 

Oj)erettey 1S2L Erotemi, 1825--28. See also A. 

Oavazzoni-Pederzini, Intorno la vita, le o^wre e le 

doUrine di L, M. Valericmi. Modena, 1859. 

Melchiorre Gioja of Piacenza (1767-1829) was more 
like a dictator than anything else, and could not abide 
opposition of any kind. His effective conversance with 
statistics is well known, and his interest in the more 
general aspects of our science is witnessed by his 
JSfuovo fTo^^eiio delle Science economiclie (Series ip Teorie^ 
Milan, 1815 ff., vols. i.-vi.), where he undertook to 
summarise all that had ever been written or thought 
on economy, finance, or administration, and to sub- 
stitute a systematic encyclopanlia for Custodfs BaccoJta, 
with which he was never tired of finding fault. He 
could work hard, and his knowledge was extensive. 
Analysis was his strong point, but not criticism, where 
he showed himself captious and unbridled. Not a few 
of Gioja's observations are equall}’' subtle and original, 
particularly in his theory of the association of labour 
of various kinds; but once get him with one of his 
tabulated statements in hand, and he is the very genius 
of pedantry and emmi. His craze for catching Adam 
Smith, Say, and so many others in the act of self- 
contradiction is as ludicrous as his pet thesis of the 
priority of Italian economists. Our author never has 
State interference out of his mind; everj^thing seems 
to require it, as may be seen in his Disivrso 2 '^t jfolti re sidle 
mamfatture mdoncdi e iariffe dadark (1819). 

No such reputation was enjoyed by Francesco Fuoco 
of Naples, who died in 1841, thirteen years after Gioja, 
after showing phenomenal aptitude for economic inves- 
tigations. For many years he lived in exile, and was 
the real author^ of that eccentric work, Lt del 

credito srelafa (Naples, 1824, 2 vols.), which gave its 
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countenance to the financial programme of the minister 
Medici, and was credited to &uiseppe De Welz of 
Como — ^Fuoco having been forced by money straits to 
" sell the credit of its authorship. But his really meri- 
torious work is in his Essays on Economics^ where 
he discusses, with clearness of mind though not always Fuoca and 
of expression, the theories of method and of value, and Ricardo, 
pays particular attention to Ricardo’s theory of rent. . He 
was the first Italian to recognise the force of Ricardo’s 
argument, whereas Scuderi — in the Giornale cli Science a 
Lettere cli Palermo — and an anonymous writer in the * 
BiUioteca Italiana^ 1824 — have the doubtful honour of 
doing beforehand Carey’s work and Bastiat’s, by deny- Scuderi 
ing all reality to this theory. Fuoco’s Essays were Carey, 
quite unknown until Scialoja praised them in 1840, 
and Mold followed suit in 1844 ; the same neglect had 
also overtaken wox'k which our author published 
later on. 

Franc. Fuoco, Sar/gi economici First Series. Pisa, 

1825-27. 2 vols. Introcluzione alio studio delV 

economia industrkde. Naples, 1829. Le handle e 
Vindustria, 1834. 

The further features in economic study of the period 
now under consideration are a few treatises on tithes 
and machinery (1823 f.), and Bianchini’s juvenile labours 
on the influence of administration (1828) and on crimes 
that hamper industry (1830). Both of these works 
were warmly praised by Romagnosi, who published in 
1829 his masterly essay on free competition. Still, the 
themes most affected at this time are either purely 
agricultural, or at least confine themselves to the corn 
trade. Gautieri investigates trees (1818), Chiarini 
discusses the economy of farm fixtures (1822), Dandolo Special 
(1820) and Berra (1825) investigate the causes of the treatises, 
depreciation of corn, while Francesco Gambini of Asti 
— Delle leggi frumentarie in Italicb {1^1 ^) — defends full 
and complete freedom of trade in corn, a doctrine 
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vigorously maintained also by the Jccathmia del Gevrga- 
where Capponi, Eicci, Eidolh, and others met 
objections raised by Paoliiii and a host of believers in 
N the restriction of importations (1824), Free trade in 

general was defended in Sicily against Calvi (1825) 
and Yiola (1828) by Balsamous valiant pupil Xieolo 
Palmieri, in his Saggio deile cause e delh'^ augustie dell/ 
ecciiiiatiia iujf'itrm della Skilia (Palermo, 182G). 

g (3) FROM 1831 TO 1848 

After Gioja's death, the Palermo Institute was 
founded in 1831, Sanfilippo was convertetl^ to free 
trade, the Progress^ was established at Xaples (1832- 
Progress of 40), and counted among its contriljutors Bianchini, 
liberalism, Blanch, IMele, De Augustinis, and .Idaneinl Eoma- 
giiosi also reached the height of his infiuenee, and 
became the moving spirit in the Jivu^dl dl as 

^ well as the “guide, philosopher, and fj-iend" of such 

vigorous young men as Cantu, Correiiti, ilarzucchi, 
Bianehi, and Sacchi, Liberal ideas obtained an ever- 
increasing currency, savings banks were multiplied, 
charitable institutions in general, and in particular 
many asylums for infants, were foiindecL There were 
indeed impoxlant discussions al)out these last in 
various learned congresses (1839-47), Aforeover, muck 
useful work was done by men like Marllani, CTiitti, and ' 
Arrivabene, who pursued their studies abroad (the first- 
named in Spain and the other three in Belgium) and 
secured by the use made of the enforced leisure of exile ,, 
a universal sympathy and respect for the misfortunes 
Arrivabene of Italy. Arrivabene ga%’'e us Mill in 1830 and Senior 
and Mill, 1840 — his translations being published in Swit^^er- 

land, and annotated by Paoli at Milam Thus Italy 
was familiarised with the doctrines of Alaltlius and 
Eicardo, which Pellegrino Eossi made delinitely and 
widely known Jater on, when Antonio Seiaioja pro- 
nounced upon their merits in his classical Pnncipii 
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cVeco7horma soc%ale (^ 2 ij^le^y 1840; second edition, 1846 | 
translated into Frencli in 1844). Scialoja — -upon being 
summoned to the chair of economics revived at Turin 
in 1846 — published an elementary treatise in connec- 
tion with his teaching, and this book had a wide 
popular appreciation, which was quite withheld from 
the very sound productions of Francesco Corbani, 
professor at Sienna from 1 842 to 1 849. Corbani dwells 
upon the importance of the religious aspect of economics 
recently insisted upon by Father Matteo Liberatore, in 
his PTinci])ii P economia poUtica (Rome, 1889). 

See Carlo De Cesare, La vifa, i tempi e le opere di A, 
Scialoja. Rome, 1879. 

Gian Domenico Romagnosi (1761-1835) was a dis- Eoma« 
tinguished jurisconsult and statistician, and though he 
was always more or less occupied with economic studies, g^e^erai. 
his greatest work was done during the closing and 
most grievous years of his life, which were devoted to 
papers of great merit on general questions, such as the 
definition, the dignity, and the arrangement of political 
economy, its relation to other branches of political science, 
and particularly to jurisprudence; and the character, 
advantages, and limits of economic freedom for farming, 
for industries, and for trade. On one point, however, he 
utterly failed, that is, in his ideas upon population, 
which were hopelessly superficial. 

G. Valenti's excellent monograph, Le idee economiche di 
Giaii Domenico Romagnod (Rome, 1891), should be 
consulted. ! 


Carlo Cattaneo of Milan knew far lesi both of law Cattaneo 
an<l of economics than Romagnosi, but f4r outdid him 


in vigour of style. His work on the 


\p%saUlUies of 


JetL% and his able contributions to the Amiali di 
sfaiistka^ not to mention the influence of his teaching 
in the Polytechnic school, of which he was head 
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^ ■ ■ rigorously maiutaiued also hy the .kofili'nihi tin Gewyth 
■ pld!^ where Capponi, Eieci, Eidolfi, and others met 
objections raised by Paoliui and a host of believers in 
the restriction of importations ( *24). Free tratle in 
. general was <lefeiidt;d in Sicily against Calvi (1^25) 
and Yioia (1828) by Balsainos valiant pupil Xieolh 
.. . Palmierij in his Stfggm ddie amse e d'lh^ tklT 

, , veimmht tnjmrM ddhi Skilm (Palermo, 18201 

§ (S) ITIOM 1831 TO 1848 

After Giojas death, the Palermo Institute was 
founded in 1831, Sanfilippo was eonverted* to free 
trade, the was established at Naples (1832*- 

Progress of 4(5), and counted among its contributors Biaiichini, 
Hhmilism. Blanch, 3lele, Pc Angustini.s ami Mancini. Koma' 
giiosi also reached the height of his inlluence, and 
hecaine the moving spirit in the di as 

well as the guide, phih>sophi‘r, and friciar^ of such 
vigorous young men as Cantin tVu'reriti, i^larziicchi, 
Bianehi, and Saeehi. Liberal ideas obtained an ever- 
increasing currency, savings hanks were multiplied, 
charitable institutions in general, anti in particular 
many asylums for infants, were foimded. There were 
indeed im|mrtant discussions about these last in 
various learned congresses (I831)“47). IMortover, much 
useful work was done by men like ]ifarliani, Cliitti, and 
Arrivabene, Avho pursued their studicH abroad (the first- 
named in Spain and the other three hi .’Belgium) and 
secured by the use made of the enforcetl leisure of exile 
a universal sympathy ami respect for the misfortunes 
Arrimboiie of Italy. Arrivabene gave us Jlill in 1830 and Senior 
ami Mill, pj 1840 — Ms translations being published in S‘\\itzer* 
land, and annotated by Paoli at Blilam Thus Italy 
wa.s familiarised with the doctrines of Sfalthus and 
Eicardo, which Pellegrino Kossi made ilelinitely and 
widely known Jater on, when Antonio Scialoja pro- 
nounced upon their merits in his classical PriimpU 
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cV econoniia sociale (Naples, 1840; second edition, 1846; 
translated into French in 1844). Scialoja — upon being 
summoned to the chair of economic® revived at Turin 
in 1846- — published an elementary treatise connec- 
tion with his teaching, and this book ^ 
popular appreciation, which was withheld from 

the very sound productions of Francesco Oorhani, 
professor at Sienna from 1842 to 1^^^- ^orbani dwells 
upon the importance of the religion® aspect of economics 
recently insisted upon by Father Liberatore, in 

his Frmcifii economia ^olitica (Roi^Oy lo89). 

See Carlo De Cesare, La mta, i ^ h opeu di A. 

Scialoja, Rome, 1879. 

Gian Domenico Eomagnosi was a dis- Roma- 

tinguished jurisconsult and statistician, aiul though he 
was always more or less occupied with economic studies, JenVral! 
his greatest work was done the closing and 

most grievous years of his life, wdiich were devoted to 
papers of great merit on general duestionsj such as the 
definition, the dignity, and the aiwangenient of political 
economy, its relation to other branches of political science, 
and particularly to jurisprudence : and tlie character, 
advantages, and limits of economic freedom for farming, 
for industries, and for trade. On however, he 

utterly failed, that is, in his ideas upon |>opulation, 
which w^’ere hopelessly superficial. 

G.' Valenti’s excellent monograph? Le ny)mmidlie di 
„ [ Girni Bomemeo '(Rome, 1 8111),, should be 
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duster (1839-41), were cMefiy in tlie lines of applied 
economics. He defended tlie agricultural institutions of 
Lomb’^dj, and attacked the specious sopliisms of List 
with a spirit 'worthy of his master Eoiiiagiiosi. 

X 

C. Cattan^o, Scnfii di ecommia poUfica^ vols. i.. and ii. 

Genov%^lS87. 

The embarg^Iaid in Piedmont upon the export of 
raw silk had airily been attacked by Gambiiii in 1820 
and by Lencisa in 1831, and it occasioned an indignant 
protest in 1834 frrm Giacomo Giovanetti of l^ovara, who 
had already enterei^the lists in 1833 against taxes on 
corn. Michelini of -piedmont and Megusclier pf Trent 
(1836) wrote upon tre\Gastaldi wrote on commerce 
and banks (1840), Eandi on 'pavings bunks (1844), Eestelli 
investigated industrial and com niereial associations (1845), 
and De Eocclii dealt with inaclih^pry (1846). The theme 
of cliarit}^ was taken i^p^Xy Alorh^iini (1835?), Alagenta 
(1838), Zennari, Bi^Fffardi (1845), ai,^d, Casarini (1846). 
But Count C. ILwone Petitti of IloreW distanced them 
all (1790-1850) in his Saf/f/io sul hnmf (forernn della 
meiididilf, (Turin, 1837, 2 vols.), which staiids on a par 
'with the great work of Degerando, wdiere 4|ideed the 
highest praise is lavished upon it Fetitti’s further 
writings are on the labour of children (1841), customs 
unions (1844), Italian railways (1845), the reform o£ 
taxation (1850), and a posthumous work on lotteries 
(1853). 

Ludovico Bianclmii, author of the PrlnclpU del credito 
pulUico (1827 p second edition, 1838), in which he argues 
for call loans, gained far more fame by his other works, 
which were historical compilations, one on Neapolitan 
hnance (1834-36), and the other on Sicilian finance 
(1841). The half fiscal and half economic controversies 
about free ports, about the knnUere di Puijlhu ^^ud on 
the conversion of the public debt, called fV^rtb contro- 
versial works frgm Bianchini, Ceva-Grimaldi, the Duke 
of Ventignano, and others, not to speak of Ferdiiuindo 
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Luccliesi-Palli, and Giacomo Savarese, the author of an 
unfinished treatise on economics (1848). 

Francesco Ferrara, a Sicilian born in 1810, was the 
editor of the GiornaU di Statistica (1836-48), among 
whose contributors were Emerico Amari, Vito d’ Ondes 
Eeggio, Francesco Perez, and Eafaelle Busacca. The 
last named is still living, and wrote in 1870 a very 
sound book called Btvdii sul cor so forzoso^ as well as a 
number of statistical, historical, critical, and theoretical Statistics 
papers. He has most vigorously defended free trade 
in the controversy about the coasting traffic of Sicily 
and Naples (1837), and has also made a plea for Malthus 
(1841), and maintained that the ancient Greeks never 
had a rbal science of economics (1846). In all his 
earlier works everything that he says is instinct with a 
vivacity of thought and expression which comes out 
still more fully in these later ones. 

Franc. Ferrara, Memorie di Statistica. Eome, 1890. 

§ (4) PROM 1849 TO 1861 

Modern political economy was brought into Italy in a retro- 
the first period treated of above (1800-14), was lost spect. 
in the fogs of Gioja’s restrictive ideas during the second 
period (1815-30), and was restored to liberalism in the 
tliird period (1831-48) — thanks to Eomagnosi and to 
Pellegrino Eossfs advocacy of Malthus, Adam Smith, 
Eicardo, and Senior — but in the fourth of our periods 
(18 49-61) our science returns to a sort of exclusivism. 

But this time it is an exclusivism of Ferrara’s making. 

When he succeeded Scialoja at Turin (1849-58) 

Ferra-ra propagated the doctrines of Carey in brilliant 
lectures, that were lithographed and spread broadcast 
over Italy. He subsequently returned to the charge 
by publishing Carey’s works witff learned prefatory 
comments of his own, first as a part of hh BiUioteca deW 
Economista^ and then in separate reprints. He avoids 
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Ferrara and Bastiat's equivocal use of words, but defends liis theory 
Bastiat. of the cost of reproduction as the one and only basis of 
value, masking a weak point in the argument by the 
famous expedient of equivalents which Minghetti hailed 
with delight. Wages must increase by an inevitalde 
process, the theory of rent is a delusion, laLise:’ faire is 
an absolutely valid principle ; such are his doctrines, and 
they make him a scientific optimist and a practical indi- 
vidualist of the extremest type. The best proof of this 
lies in his well-known views on property, on authors' 
rights, on industrial patent rights, on the distribution of 
wealth, and on many other siilqects. Ferrara s research 
into the origins and progress of economic science in Eng- 
land and France has been indefatigalde, he is a powerful 
though not always an impartial critic, and has bestowed 
Biograph- great care upon the biographies of leading economists, 
ies of eeo- but they have one and all been stretched upon one last, 
noaiists. l^-g ^vell-known views have led him to exalt Say, 

Diinoyer, and Chevalier, while he feels bound to deny 
Eicardo s merits and to belittle Eossi’s and 

Fr. Ferrara, ImportiUiza Jell' eemomia poUhv, Turin, 
1849. BihUotcai deW Ecomyrnista, First Series 
(general treatises). Second Series (special treatises). 
Turin, 1850-70. 2G vols. liiiuiie shrhyeniko di 
economisU e doitrine ecmoiniche. Turin, 1889-9*2. 

2 vols. in 4 parts. • 

Among Ferrara’s pupils and admirers was Torrigiani, 
who taught at Parma and Pisa; Todde, a professor at 
Modena first, and now at Cagliari : and Gian Giacomo 
Eeymond, who perhaps was the most important among 
them, so judicial and well balanced were his powers, 
Reyniond’s But a pitiless malady has prematurely deprived our 
earlydeatli. science of the full benefit of his talents. And now 
comes Giacomo Boccardo, born in 1839, whose abilities 
and power were used most effectively to projiagate the 
» views of Bastiat in Italy. He is a professor at Genoa, 

and the indefatigable author of works in almost every 
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branch of economics ; collections, encyclopgedic compila- 
tions, treatises, handbooks, essays, addresses, and articles. 

Among the mass of these should be singled out for 
mention a compendium very widely used for many 
years as a school text-book ; his dictionary, based upon 
Ooqiieliii’s, but enriched, notably so in the second edition, 
by interesting supplementary matter; and finally the 
third series of the Biblioteca delV Economista, which under 
his management suffers far less than the two preceding 
ones from the constant preoccupations and preconceived 
opinions of the editor. 

G. Todde, Note sulV^ economia politiccL Cagliari, 1885. 

J. J. Eeymond, Btucles stir V6conomie socicde et inter- 
nationcde. Turin, 1860-61. 2 vols. 

G. Boccardo, Trattato teorico-p'atico cV econotnia politica, 

1853; seventh edition, 1885. 3 vols. Dizionario 

’ unmrsale econo7nia politica e commercio. Turin, 

1857. 4 vols. Second edition, in 2 vols., Milan, 

1875-77. Biblioteca delV Economista. Third 
Series. Turin, 1875-92. 15 vols. 

Very little influence was exercised, in spite of the Economics 
lavish praise which they received, especially from abroad, social 
by the new departure of Bianchini and Bruno, who 
tried their best to classify economics as one branch 
among others belonging to social science ; and the same 
Holds good of the admirable compendium Tvritten by 
the Sicilian Placido De Luca, a professor at Naples, who 
never quite overcame his prejudice in favour of 
restriction. He can, however, be as proud as the facts 
allow, of having wnitten the very first Italian handbook 
of scientific finance, and of having, under the guidance 
of a French translation, scrupulously adhered to Jakob's 
antiquated book on this subject. The success of these 
treatises was not brilliant, but others have been over- neglected 
taken by a mox'e disastrous fate. One produced at 
Verona by Scopoli (1858) has been simply ignored, and 
so has another by Grinci (1858), whb arose against 
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Maltlius in Tuscany ; others do not shine as great 
original works, as, for instance, the Neapolitan Trinchera’s 
( 1854 ), which reproduces Eossfs theory and Biancliini’s 
history; others again have a superficially ragged and 
forbidding form, which does scant justice to their 
intrinsic quality, as, for instance, the numerous pro- 
ductions of that hard-working student Marescotti ( 1853 , 
1861, 1878, 1880); others again are altogether too 
brief, Meneghinfs (1851) for instance, Eusconfs ( 1852 ), 
and De Cesare’s (1862). 

Lod. Eianchini, Della scienza del hmi vivere sociale e della 
acoonmia degli Sfaii VoL i. Naples, 1845. VoL ii. 
1855. 

Giov. Bruno, La scienza delV ordinamenio sociale. Palermo, 
1859-62. 2 vols. 

P. De Luca, elementari di scienza economica, 

Naxfies, 1852. La scienza delle fmanze^ 1858, 

Economics Piedmont, as the abiding-place of many who had 
ill Pied- returned from banishment, soon became a centre of 
mont. studies second neither to Milan nor to Naples, where 
economics had been immemorially cultivated. Pied- 
montese Eeviews, the Contem^ora'nea especially (1853-70), 
contained excellent contributions on economics ; besides 
these there were such valuable papers as Count E. G. 
Salmour's on agricultural credit (1845), and on the ad- 
ministration of the States of Sardinia (1853) and Ital}' 
(1862). At Venice G. B. Zannini wrote bravely away, 
Lombardy and came out with his Pmio di nstorazione eco/iomica 
and Venice, ^elle Frovincie Venete, and there was also Valentino 
Pisani, who died in 1864; of his writings there is a 
brief account by Lampertico, and a more extended one 
by Bonghi. At Modena, Ludovico Bosellini and Andrea 
Cavazzoni-Pederzini devoted themselves to economics ; 
at Bologna there were the jurisconsults, Borgatti and 
Martinelli, both interested in economic questions ; and 
in Sicily there were Tedeschi-Amato, Biuncli, Eizzari, 
^--'"“"'the undaunted ""Salvatore Marchese, ^wlio died in 1880, 
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as well as Maggiore Parni, a pupil of Bruno, and 
lutrigiia, both of them expert statisticians. 

The Milanese periodicals by no means neglected 
economics : the Giornale delle scienze pMUco legali 
(1850-53) had good articles by Antonio Mora; the 
Grepusculo (1850-56) contained contributions from 
Oorrenti, De-Cristoforis, Zanardelii, Aiiievi, Massarani, 
and Emilio Brogiio, who wrote those attractive Lettere 
sit'ir imimkb cleUa rendita (1856). 

Three writers who were also eminent statesmen must statesman- 
now engross our attention — Stephano Jacini, Antonio 
Scialoja, and Marco Minghetti. The first named of these, 

Stephano Jacini di Casalbuttano (1837-91) held aloof 
from pure science, but even in early youth distinguished 
himself by writings on agricultural economics. To these 
themes he returned in the maturity of his powers, and 
«deait with them more thoroughly when acting in the 
capacity of chairman with power to report from the com- 
mittee of agricultural investigation (1877-85). Antonio 
Scialoja of Procida (1817-77), on finding himself deprived 
of professorial functions, wrote, while pursuing a lawyer’s 
career, two brilliant controversial papers ; later on, 
when he was minister, and also when he devoted him- 
self exclusively to writing, he studied direct taxation 
in the Xuova Jl/itologia (1867 f.), and maintained against 
the opposition of Minghetti, Morpurgo, and Allievi the 
desirability of the so-called ‘^^consolidated faimi-tax.” 

Marco Minghetti of Bologna (1818-86) combined 
ability as an orator with a taste for letters and art, 
and was well known among economists for certain 
occasional papers, as well as more particularly for his 
work on points of contact between economics on the 
one hand and ethics and jurisprudence on the other 
(see above, p. 31). Perhaps there is little originality 
in what he here says, but the way in which he says it 
is certainly inimitable. 

S. Jacini, Lb projmefa fondiaria e la papolaziotu agricola 
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m Lombardia, Milan, 1854; third edition, 1857. 
Frarnmenti deir inchiesta agraria, Eome, 1883. 

A. Scialoja, Carestia e governo, 1853. II Ulancio degli 
Sfaii Sardi ed il NajpoUtano, Turin, 1858. 

M. Minghetti, 0;p\iscoli letterarii ed cconomki Florence, 
1872. ' 


§ (5) FROM 1862 TO 1871 

The epoch of our national emancipation was a pro- 
pitious time for the spread of sound doctxiiies in 
economics, which was greatly promoted by *the re- 
establishment of the., chairs as of old at Bologna, Pisa, 
Parma, and Modena, and the creation of new ones at 
the various universities of Crenoa, Cagliari, hlessina, and* 
Eome, as well as in industrial and professional institutes. 
This is true although the new appointments were 
made in a helter-skelter fashion without due delibera- 
tion as to the comparative merits of those appointed. 
Simultaneously there was a rapid development of com- 
merce and manufactures ; freedom of discussion and of 
the printing press, combined with the instant demand 
for a prompt solution of grave economic and financial 
questions, gave occasion for schemes, re])orts, addresses^* 
pamphlets, and investigations, both official and parlia- 
mentary, which brought to the front men of eminent 
statesmanship and economic ability like Cavour, Sella, 
Luzzati, Lampertico, and many others, some of whom 
have already been named above. On the other hand, 
so imperious were the demands of political life u])on the 
collective energies of all first-rate men, and such was 
the predominance of a school of economics which, with- 
out any particular claim to such a designation, called 
itself orthodox, that the fate of pure science in Italy 
was comparative^ neglect. The foundation in ISGG of 
the Kuom Antologia, though it was "not at the outset 
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nninfliienced by analogous influences, became in the end 
the means of altering this state of things, and the result 
is plainly visible in works published by the new school 
of economists. 

Several unfinished treatises have been published, 
with a view to higher instruction, by such remarkably 
competent men as De Eocchi of Sienna, Salvatore Treatises 
Majorana-Calatabiano of Catania (1866), and D’ Ippolito 
of Naples, and others by De Eocchi's successor, Ponsi- 
glione, who afterwards also took Boccardo's post (1870 ; 
second edition, 1880), and by G. E. Garelli (1875; second 
edition, 1881). Also there have been several compendia 
published with a view to instruction given at technical 
institutions, among which may be recorded here 
Fornari’s (1868), Eamerfs (1864, 1868, and 1876), 
and Leo Savio's (1872), which laid the foundations for 
* a more sound direction in Italian economics. 

Far greater praise, however, has deservedly been 
given to the writings of Antonio Oiccone (1808- Cjiccone a 
1893), who is the Nestor among contemporary 
Italian economists. In 1865 he succeeded Manna at 
Naples, and though he followed the prevailing current, 
he was always holding back so as to keep himself free 
from extravagant views. To begin with his Principi 
cV ecommia wokiUj the book was published in 1866 fl'., 
and reached its third edition in 1882 1 (3 vols.); 

’^next came some valuable papers working out more 
completely the natural laws of economics (1883), deal- 
ixig with value and with wages (1888), with pensions 
for old age (1882), and others of more considerable 
dimensions on Macleod, on charity and pauperism 
(1874), and his Milan prize dissertation on the social 
question (1884), in all of which the subtlety, learning, 
and industry of our author were apparent.. Mono- 

If we now turn to monographs, we find in Piedmont graphs in 
Alessandro Garelli writing in a most instructive and 
thoroughly - informed fashion on banks, crises, and ^ ' 
wages; and there is also the jurisconsult Matteo Liguria. 
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Pescatore’s Logic of Tawaiion (1867) ; in Liguria 
Camillo Palayicino produced many disquisitions on 
the economics of State finance. He died in 1882. 
There were also the works of Pietro Sbarbaro, as 
well as of Jacopo Yirgilio and Paolo Boselli, both 
of them being commercial and maritime experts. 
Lombardy yields the productions of Allocchio on free- 
dom of exchange, loans upon land, and savings banks, 
and Fano's on preventive charity (1868), as well as 
Enrico Cernuschfs brilliant though rather paradoxical 
accounts of the processes of exchange and of bimetal- 
Tiie lism. In the “Veneto’’ Alberto Errera was tireless in 
Veneto. the unceasing publication of numberless compilations ; 

Benvenuti wrote on banks and finance, while CappeUari 
della Colomba’s lucubrations took a far more practical 
turn, being devoted to the levying of local octroi duties 
(1867); but the best contributions of all were on- 
economic statistics and finance by Emilio Morpurgo, 
who died in 1885, and the uncommonly able studies on 
land loans (1868) and Venetian banks (1869), by which 
Emilio Lattes first showed his quality. But after all, 
he achieved far greater fame in Etruscan epigraph}’. 
To complete our survey we must turn southward to the 
The Emilia, province of Emilia, where Leone Carpi made the most 
wide-minded investigations into colonies and emigration 
Tuscany. (1874) ; then Tuscany contributed papers on various 
themes, including the economics of farming by Eidolfi, 
Corsi, Eubieri, Cini, Andreucci, Franchetti, Sidney, 
Giorgio Sonnino, and others ; the Heapolitan provinces, 
Naples. after receiving due credit for Eacioppi, Nicolo ]\Iiraglia, 
Tortora, Faraglia, and the rest, should be noted for 
Giovanni Manna’s valuable administrative treatises, for 
Agostino Magliani (1825-91) and Constantino Baer, who 
showed great competence on questions of money and 
Sicily. fiscal points. Sicily comes last with Professor Bruno, 
the editor of the Giormile iMla StaHrtica (from 1848 on), 
and the author of admmable studies on savings banks 
(1852), on free banking and on landimirks (1865). 
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§ (G) THE PRESENT CONDITION OE ITALIAN ECONOMICS 

Ang. Bertolini, Saggio di hibliografia economica italiana 
(1870-90). Rome, 1892. 

H. von Scliiillern-Schrattenhofen, Die theoretische Na- 
tlonaldJconomie Italiem in neuester Zeit Leipzig, 

1891. (Learned and accurate.) 

A. Loria, “ Economics in Italy/' Annals of the American 
Acadenvij, vol. ii. Ho. 2. Philadelphia, 1891. 

U. Rabbeno, '‘The Present Condition of Political 
Economy in Italy/' Political Science Qimrterly, vol. 
viT Ho. 3. Hew York, 1891. 

Hew professorships at Padua and Pavia (1858) gave Economics 
new instruction, which had the impersonal stamp of 
•genuine science, and was untrammelled by the fear or 
favour of any existing school or established practice. 

United with a quicker perception of all that was in 
progress abroad, and being kept especially in touch with 
England and Germany, this instruction was just what 
the able and industrious pupils who enjoyed it were 
prepared for, and the result opened for them the best posts 
in various leading Italian universities. Indeed this 
teaching was the determining cause of the better turn 
i»now taken in Italy by the study of economics, and 
resulted in various publications which enjoy a high 
and michallenged European reputation. Some account 
of all this is now necessary, and in attempting so 
delicate a task an even balance must be observed and 
adjusted with such nicety as to combine with untram- a revival 
melled and unbiassed judgment, such appreciations as Pavia, 
are meet and due alike to masters, to fellow-workers, 
and to opponents, taking their place in a faithful 
picture of labours, wherein for full half the Psalmist’s 
term of human life the present writer has worked with 
such strength as in him lies. « 

Three men — Jlessedaglia, Hazzani, and Lampertico 
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(1SS3), Then, in the best compendious >vork that 
Italy has produced, he presented a lucid abridgment of 
the doctrines of the classical school, and made in 
another work (1879) a memorable answer to the cavils 
of opponents. 

E. ISTazzani, Smito di ecanomia poUtica. Forli, 1873 ; 

fourth edition, Milan, 1886. Sarjgi di ecunomia 
2 )olitica, Milan, 1881. “ Sidle grime cinque sezioni 
del capitolo ‘ on value ’ di Eicardo/' in the Pro- 
ceedings of ike P. Isfifuto Lonihardo di Scienze. 1883. 

Fedele Lampertico was born at Yiceiiza in 1833, 
and at first occupied himself with helks-letfres, Jiistory, 
law, and statistics. In his numerous works, as well as 
in accurate Parliamentary reports, he studied the most 
miseellanoous topics, such as the Suez Canal, mines, ice- 
houses, trees, tithes, banks, free trade, and paper-currency*" 
thus he was gradually qualified for writing his magnum 
(gms, whicli was to include the whole area of economic, 
financial, and administrative theory. It was perhaps 
inevitable that he should liave failed to execute so vast 
an undertaking, and it may be allowed that the plan 
was too extensive, and that he mapped it out irregularly 
and without much sense of right proportion; but to 
console us for this failure, we have a remarkably import- 
ant collection of monographs, where he has been, 
guided by a high ideal, and has discussed the most 
perplexed points of our science, with occasional di- 
gressions that are replete with interesting and often 
cpiite ne'w matter. 

F. Lampertico, Econornia dei e degli Stedf vols. 

i.-v. Milan, 1874-84. 

The 3 mungest of the four heroes of this niiieteenth 
century Italian Eenaissance of economics, Cusiimano, 
was born in 1843 at Paxdanna. When his studies at 
Pavia were endechhe went to Berlin, and there he became 
a warm adherent of German viewsj and introduced 
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tliem to Italians in his learned work quoted on j). 

401. These early utterances of Cusumano’s had a 
breezy and aggressive quality about them, quite appro- 
priate to the writer’s youth, and quite intolerable to an 
“ old stager” like Ferrara. Accordingly the bold youth 
heard from Ferrara with a vengeance in the August 
Number of Nuova Antologia, 1874. Words by no 
means failed the outraged professor, Cusumano was 
guilty of the crime of Germanism,” and for this must 
be branded as a “ liberticide.” Four years later Ferrara Contro- 
clianged the venue of his imputation, but not the vigour 
of his denunciation, and duly convicted the young man ^ 
of “ economic Americanism.” Messedaglia’s ablest pupil, 

Luzzati, promptly put in against this heavy charge a 
remarkably moderate plea in rejoinder. Luzzati was 
born at Venice in 1841, and became a most brilliant 
Vriter, especially famous for his successful efforts in 
favour of establishing people’s banks ” and other 
co-operative institutions. Further claims to the grati- 
tude both of his country and of our science must be 
made for him on the strength of his numerous contri- 
butions to periodicals and newspapers, as well as for his 
useful public career. Both as a deputy and as a mem- 
ber of government he did yeoman’s service at monetary 
conferences and industrial fairs, in the negotiation of 
^commercial treaties, and last but not least in the re-organ- 
isation of national credit and finance* 

But to return to the preliminary skirmish above 
mentioned, there was a Congress at Milan about a year Congress? at 
afterwards, in 1875; short-lived societies were organised, Milan, 
pamphlets on both sides were the order of the day, and 
there was much talk of the new school which was really 
no school at all, but only a coalition of jarring sects who 
united in a combined assault upon the optimists and the 
out and out free-traders. E. Morpurgo, L. Miraglia, Tiie new 
R del Giiidice, and others attacked, while Marescotti, sdiooi and 
Bruno, Torregiani, Scarabelli, and tl:\p like defended. 

The smoke of battle has now rolled away, the miscon- 
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(iSSo). Then, in the best compendious MT>rk that 
Italy lias produced, he presented a lucid abridgment of 
the doctrines of the classical school, and made in 
another work (1879) a memorable answer to the cavils 
of opponents. 

E. ISTazzani, Sunto di economia- poUfica. Forli, 1873 ; 

fourth edition, Milan, 1886. Saggi di economia 
jfoJiika. Milan, 1881. ^SSulle |)rime cinque sezioni 
del capitolo * on value ’ di Eicardo,’' in the Fro- 
cvcdings of the F. IstiMo Lomhanlo di Scienz'c. 1883. 

Fedele Lampertico was born at Vicenza in 1833, 
and at first occupied himself with helksdefires, Jbiistoiy, 
law, and statistics. In his numerous works, as well as 
in accurate Parliamentary reports, he studied the most 
miscellaneous topics, such as the Suez Canal, mines, ice- 
houses, trees, tithes, banks, free trade, and paper-currency;"'" 
thus he was gradually qualified for writing his magnum 
wliicli was to include the whole area of economic, 
iinaueial, and administrative theory. It was perhaps 
inevitable that he should have failed to execute so vast 
an iinderttiking, and it may be allowed that the plan 
was too extensive, and that he mapped it out irregular!}’ 
and witliout miieli sense of right proportion ; but to 
console us for this failure, wc hat'e a remarkal>Iy import- 
ant collection of monographs, wdiere he has been, 
guided by a high ideal, and has discussed the most 
perplexed points of oar science, with occasional di- 
gressions that are re])Iete with interesting and often 
quite new matter. 

F. Lampertico, Economia del e degli Stafi^ vols. 

i.-v. Milan, 1874-84. 

The youngest of the four heroes of this nineteenth 
century Italian Eenaissanee of economies, Cusumano, 
*was born in 1843 at Partanna. Vlien his studies at 
Pavia were endecihe went to Berlin, and there ho became 
a -warm adherent of German viewsj and introduced 


XT * HISTORICAL PART 505 

■ 0 

them to Italians in his learned work quoted on p. 

401. These early utterances of Cusumano’s had a 
breezy and aggressive quality about them, quite appro- 
priate to the writer’s youth, and quite intolerable to an 
“ old stager ” like Ferrara. Accordingly the bold youth 
heard from Ferrara with a vengeance in the August 
Number of the jV'iwva Antologia, 1874. Words by no 
means failed the outraged professor. Ousumano was 
guilty of the crime of “ G-ermanism,” and for this must 
be branded as a ‘‘ liberticide.” Four years later Ferrara Contro- 
changed the venue of his imputation, but not the vigour 
of his denunciation, and duly convicted the young man ' 

* of “ economic Americanism.” Messedaglia’s ablest pupil, 

Luzzati, promptly put in against this heavy charge a 
remarkably moderate plea in rejoinder, Luzzati was 
born at Venice in 1841, and became a most brilliant 
•writer, especially famous for his successful efforts in 
favour of establishing ‘‘ people’s banks” and other 
co-operative institutions. Further claims to the grati- 
tude both of his country and of our science must be 
made for him on the strength of his numerous contri- 
butions to periodicals and newspapers, as well as for his 
useful public career. Both as a deputy and as a mem- 
ber of government he did yeoman’s service at monetary 
conferences and industrial fairs, in the negotiation of 
/ ^commercial treaties, and last but not least in the re-oi'gan- 
isation of national ci^edit and finance. 

But to return to the preliminary skirmish above 
mentioned, there was a Congress at Milan about a year Congress at 
afterwards, in 1875; short-lived societies were organised, 
pamphlets on l:)oth sides were the order of the day, and 
there was much talk of the new school which was really 
no school at all, but only a coalition of Jarring sects who 
united in a combined assault upon the optimists and the 
out and out free-traders. E. Morpurgo, L. Miragiin, a’he n. ■. 

P. del Giudice, and others attacke4 vdiile Marescotti, mi i 
Bruno, Torregiani, Scarabelli, and tl^ like defended. 

The smoke of ba^le has now rolled away, the miscoii- 
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ceptions born in the fray have vanished^ and it has 
become an easy task for any man of good faith to dis- 
entangle the leading ideas which governed various 
groups among these warring Italian economists. 

The most subtle-minded among the individualists, — 
who were neither numerous nor vigorous, — is Domenico 
Berardi^ who compounded out of Ferrara and Her]}ert 
Spencer a deadly decoction of Icdsser f ft ire which made 
him flinch at no possible consequence of the doctrine ; 
see his Le fundoni del governo neW economia social e 
(Florence, 1887). Tullio Martello's style is uncom- 
monly good ; as a controversialist he is uncommonly 
telling; but still the book on money (1872), wjiere he 
sides with Berardi, is not nearly equal for the point 
at issue to an unsigned contribution in the (Harnale 
degli Economisti (1891), in which irony lends its aid to 
sound and broadly-conceived general views. Indeed thef 
monstrous notions of the econornico-zoologica! school 
are shown up tliere better than elsewhere in their real 
colours, albeit with occasional personalities which are so 
man}’ breaches of good or even tolerable taste. A 
more mild individualist can be found, however, in Angelo 
Bertolini, a young man of energy and promise ; Pon- 
siglioni and Toclde also belong here. 

Professorial socialism comes to us from Germany, but 
has its devotees even among native Italians. Forti, who^ 
edited the opening series of the Giornah dcgli Ecunomisfl 
(1875-78), is one ; Ducati is another : and so is Cusu- 
mano, “ clothed now and in his right mind/' and Mortara, 
who asks for drastic State interference with land tenure 
(1888), as well as Camiilo Supino, the author of erudite 
papers on value (1888, 1889), on capital (1886, 1891), 
on discount (1892), and of still another and most re- 
markable one on navigation (1899). 

Professors Toniolo of Pisa and Ferraris of Padua 
are not nearly so one-sided in their views. Cduseppe 
Toniolo was bormin 1845, and was associated, both as a 
pupil and fora short time as an assistalit of Messedaglia, 
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witli Augusto Alontanari, known as the writer of a good 
compendium. Toniolo published various papers of Tonioloand 
commendable accuracy, some of which are on the ethical Perraris. 
aspects of economics, and on the right method of obser- 
vation, on small industries, rent, wages, profit-sharing, as 
well as a noteworthy monograph on distribution. He has 
combined his master’s theoretical exactitude with sound 
researches historical and philosophical, and has carried on 
a conscientious course of instruction which never loses 
sight of high ethical ideals. Carlo Francesco Ferraris, 
born in 1850, became a favourite pupil of Wagner, 
and has distinguished himself in the study of adminis- 
trative ^science, going out of his way to defend special 
chairs for statistics (1891), and throwing all his zeal 
into a discussion of the monetary question and the legal 
tender of paper currency (1879), He is a champion of 
^he army tax and of enforced life insurance for working- 
men ; and jin his last book, where his method is more 
perfect than in any preceding work of his, our author 
deals with the Frindples of Scientific Banking (1892), so 
that the late lamented Pietro Eota’s meritorious but 
now antiquated work is superseded. 

Giuseppe Eicca-Salerno, another pupil of Wagner, 
was born at Sanfratello in 1849, and held a professorship 
first at Pavia and then successively at Modena and 
JPalermo. He marks a transitional stage, holding a middle Theliistori- 
position between the historical and the classical schools. 

First came from him two learned papers which may be schools, 
taxed with a certain w’-ant of lucidity, one on capital 
(1877), and one on loans (1879); afterwards came his 
best work, the history of Financial Themies in Italy 
(1881), and this was followed by contributions of con- 
siderable merit on economics and finance, which he made 
to several Italian and foreign periodicals, thus acquiring 
gradually a reputation for expert teaching and sound 
critical acumen. A much -appreciated article in the 
Giornale degli Econmmsti (1887) by ou^* author, and his 
Ilaucibook of Sdfntific Finance (Florence, 1888), took 
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the lead in Italy towards a recognition of the famous 
theory of Sax, which, however, .Tvicca-Saleriio has been 
careful to qualify in certain directions. His able pupils 
at Modena, Augusto Graziani and Carlo Angelo Coni- 
gliaiii, have followed his lead in this respect. The 
former is professor at Sienna, and has written acceptably 
about profits (1887), about public expenditure (1887), 
about the management of speculations on 'Change (1880), 
and about machines. Conigliani, on the other hand, has 
written a most ingenious paper upon the economic efiect 
of taxation (1890), which is to be followed up as soon 
as liis leisure allows by a critical history of the economic 
theory of money in Italy, based upon the investiigations 
which necessarily preceded the papers just enumerated. 

IMaffeo Pantaleoni, who is at the head of the Bari 
School of Commerce, and is the author of highly 
appreciated treatises on economic statistics, was born at 
Frascati in 1857. Conspicuous among his writings is a 
paper on the ‘‘prospective probabilit}' of an increase in 
the private fortunes of Italy” (1884). His maiden 
effort was bold, but it was also vsuccessful, for he began 
liy grappling in a most ingenious monograph with 
nothing less than a refashioiied scheme of taxation 
(1882), and proceeded in 1889 to give signs of his 
ripened aptitude for exact research in a ])oak entitled 
Pnncijni lU ecommiui pum. This book has enjoyed the-- 
uncommon recognition of translation into English, and 
contains a presentation of the theory of value in con- 
formity with the teachings of such men as Gossen, 
Jevons, and Wieser ; his often quite baseless aiitl 
captious points agaimt the Austrian school have, how- 
ever, exposed him to some rather damaging rejoinders. 
-Among others who have discussetl value are Piperno, 
who in 1880 published a very pointed argument upon 
the ■ nature of discount ; Waliemburg, a vigorous and 
effective defender and promoter of rural savings Ixinks 
of the Kaifieisen type (1882); Valenti, wlio ])iit liimself 
on record as a meritorious agricultural eeumnn ist In 1890; 
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and Alessio, wlio deserves further recognition because he 
has written to the point about Italian taxation (1883). 

Much the same is true of many others, such as Zorli (1887) 
and Bianchi (1891), — the latter having an additional 
claim to recognition for his acceptable researches into 
land tenure (1890). Other adherents of the Austrian Adherents 
school, who make rather more important reservations 
mth a certain unanimity, are Ugo Mazzola, who published 
a learned account of the German plan for working-men's 
life insurance, and who defends the theory of immaterial 
production and attacks with remarkably subtle logic some 
of Sax’s views as applied to finance (1890), and Emilio 
Cossa. Cossa has shown a sober judgment and a power 
of lucid* expression in discussing industrial enterprises 
(1888), and in dealing with the natural succession of 
phases in social economics (1890) and in finance (1892), 
has disentangled from the science of agriculture as such 
on the one hand, and from general economics on the 
other, the leading principles of agricultural economics 
(1890), and has succeeded in making a dispassionate 
inquiry into the burning question of a diminution in the 
hours of work (1892). 

Praise should certainly and unstintinglybe given to the 
grasp of doctrine and the command of right method shown 
in ■what professors Antonio De Yiti De Marco and Ulisse 
Gobbi have written. Like Gobbi, De Yiti was born in 
1858, and he is associated witlrPantaleoni, Mazzola, and 
Zorli in the remarkably successful management of the new 
Series of the Giomale degli Economisti, an organ of the The 
policy of free trade, which is there vigorously defended 
against theoretical criticisms, such as Benini’s (1883), 
and practical assaults, such as Ellena’s, Balandra’s, and 
those of Alessandro and Egisto Eossi. De Yiti’s fame 
rests, how^ever, mainly upon his book on money and 
prices (1885), whei'e with ail due qualifications he sets 
forth and comments upon the so-called quantitative theory; 
furthermore, his account of the theoretmai character of 
financial economics? (1888) is justly held in high esteem. 
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the lead in Italy towards a recognition of the famous 
theory of Sax, which, however, Ricca-Salerno has been 
careful to qualify in certain directions. His able pupils 
at Modena, Augusto Graziani and Carlo Angelo Coni- 
giiani, have followed his lead in this respect. The 
former is professor at Sienna, and has written acceptabl}- 
about profits (1887), about public expenditure (1887), 
about the management of speculations on ’Change (1880), 
and about machines. Oonigliani, on the other hand, has 
written a most ingenious paper upon the economic effect 
of taxation (1890), which is to be followed up as soon 
as his leisure allows by a critical history of the economic 
theory of money in Italy, based upon the investtigations 
which necessarily preceded the papers just enumerated. 

Maffeo Pantaleoni, who is at the head of the Bari 
School of Commerce, and is the author of highly 
appreciated treatises on economic statistics, was born af 
Frascati in 1857. Conspicuous among liis -writings is a 
paper on the “prospective probability of an increase in 
the private fortunes of Italy” (1884). His maiden 
effort was bold, but it was also successful, for he began 
by grapj)ling in a most iiigciiioiis monograph with 
nothing less than a refashioned scheme of taxation 
(1882), and proceeded in 1889 to give signs of his 
ripened aptitude for exact research in a book entitled 
Frincipii di ecmmnhi pnai. This l>ook has enjoyed ther 
uncommon recognition of translation into English, and 
contains a presentation of the theory of value in con- 
formity with the teachings of such men as Gossen, 
Jevons, and Wies^u' ; his often quite baseless and 
captious points against the Austrian school have, how- 
ever, exposed him to some rather damaging rejoinders, 
xbnong others who have discus.sed value are Piperno, 
who in 1880 published a very pointed argument upon 
the ■ nature of discount ; Waiietnburg, a vigorous and 
effective defender and promoter of rural. savli,igs banks 
of the Raiffeisen lype (1882); Valenti, who put himself 
on record as a meritorious agricultural c^omanisi in 1 890 ; 
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and Alessio, who deserves further recognition because he 
has written to the point about Italian taxation (1883), 

Much the same is true of many others, such as Zorli (1887) 
and Bianchi (1891), — the latter having an additional 
claim to recognition for his acceptable researches into 
land tenure (1890), Other adherents of the Austrian Adlierents 
school, who make rather more important reservations 
mth a certain unanimity, are Ugo Mazzola, who published 
a learned account of the German plan for working-men’s 
life insurance, and who defends the theory of immaterial 
production and attacks with remarkably subtle logic some 
of Sax’s views as applied to finance (1890), and Emilio 
Cossa. Cossa has shown a sober judgment and a power 
of lucid* expression in discussing industrial enterprises 
(1888), and in dealing with the natural succession of 
phases in social economics (1890) and in finance (1892), 
has disentangled from the science of agriculture as such 
on the one hand, and from general economics on the 
other, the leading principles of agricultural economics 
(1890), and has succeeded in making a dispassionate 
inquiry into the burning question of a diminution in the 
hours of work (1892). 

Praise should certainly and unstintingly be given to the 
grasp of doctrine and the command of right method shown 
in what professors Antonio Be Viti Be Marco and Ulisse 
Gobbi have written. Like Gobbi, Be Viti was born in 
1858, and he is associated with-Pantaleoni, Mazzola, and 
Zorli in the remarkably successful management of the new 
Series of the Giorncde degli Economisti, an organ of the Tlw Gior~ 
policy of free trade, which is there vigorously defended 
against theoretical criticisms, such as Benini’s (1883), 
and practical assaults, such as Ellena’s, Salandra’s, and 
those of Alessandro and Egisto Eossi Be Viti’s fame 
rests, however, mainly upon his book on money and 
prices (1885), where with all due qualifications he sets 
forth and comments upon the so-called quantitative theory; 
furthermore, his account of the theoretical character of 
financial economics (1888) is justly hel3 in high esteem. 
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Gobbi writes more simply but also more carelessly than 
De Viti; Ms themes are co-operative societies, and 
working-men’s accident insurance companies. He shows 
equally good qualifications in discussing such other 
themes as the influence of profit-shaidng on the energy 
of working-men in their respective employments (1881), 
as well as in his Cmipendio cV emmmia ( 1887 ), the 
extreme brevity of which is no measure of its utility, 
for he there combines the leading views of the classical 
school with the fruitful results which minute investiga- 
tions such as those of SchOnberg’s Maaml have gathered 
together and sifted. 

. And novy it is time at last to fix our attention on 
Achille Loria, a man whose mind puts him on a par 
with any one hitherto named, and whose original genius 
places him above all the rest. He was born at Mantua 
in 18.57, and held a professorship first at Sienna and thei? 
at Padua, ivhere he now takes a leading position in the 
pursuit of econoinic science. One fault may, however, 
be justly laid at his door: he has never either practised or 
preached that needful impartiality and freedom from 
bias w'hich could guide him aright in the apt selection 
01 instances establishing vieivs of his own, and give real 
authority to criticisms passed upon the view's of others. 

It IS by no means easy to state in brief the system of a 
writer %vho, under a superficial appearance of self- 
contradiction, does really effect the combination of 
tendencies usually regarded as reciprocally incompatible. 
Hicardo s theories of value and rent he (lefends a'minst 
the Austrian school ivith a fervour w'hich borders upon 
quernlousness. He is bj' no means free from equivocations 
in argument {Nima AnMogia, 1890), but he goes against 
Aicardo on the question of money, and his adhercMe to 
the historical school prompts him to maintain the es.sen- 
tial variability of economic phenomena, and results in 
his asserting that the theorems of the English school 
have no universa] validity, but apply onlj' to im economic 
fabric built up on capital. He adnihvs -Mar.v, and has 
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written about him as only a master could, and yet he 
demolishes that writer’s sophistical theory of value, while Attack 
adhering to the cardinal doctrine that profits belong 
to a transitional stage and will some day disappear. In 
criticising the established order of things economic he 
goes with the socialists, lavishing upon them expressions 
of attachment with a profusion which is quite out of 
place, and yet he will none of their schemes and remedies, 
and abides steadfastly in the expectation that the course 
of nature will heal social wounds by a simple process 
which is already at work and consists in the “diffusion” 
of jmoperty and the “ elision ” of rent. Finally, though 
he is more than polite to the evolutionists, he spares 
them nt) strictures which they deserve. ' In under- 
taking to fathom Loria’s ideas, — and they may be found 
summarily stated in his very last publication, — it should 
always be borne in mind that he regards the solution 
of the economic problem as the “psychological moment ” 
in modern social and political development, and attaches 
a similar importance to the solution of the land question 
in economics. 

A. Loria, La 7^endita fo^zdiaria e la sua elisione naturale. 

Milan, 1880. La legge di jpc^oladone ed il sistema 
sociale. Sienna, 1882. Ca7'lo Darwin e V ecommia 
^olitica. Milan, 1884, A7wdisi della propriety capi- 
* talista. Turin, 1889, 2 vols. See also Graziani’s 
criticisms in the Qiornale degli Economidi, 1890 ; 

Studii sid mlore della moneta, 1891 ; La terra ed il 
sistema sociale, Padua, 1892. 

There is a school which Italians call the sociological The socio- 
school, to which Schiatarella, Puviani, Zorli, Lo Savio, 

Jacopo Luzzato, and in a certain sense De J ohannis, belong. 
Boccardo has his place here, since in several of his pre- 
faces for the Bihliokm deW Eco^wmista he has vigorously 
declared for their doctrines. Cognetti also counts as 
one of them, since he is. engrossed in studying the 
economic functioi>s of animal life and^of savage tribes, 
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and is busied in searching for the origins of socialism in 
antiquity, more especially in ancient China and Greece. 
He finds his authorities outside of economic literature, 
in works chiefly known to philologists, and therefore 
throws most interesting side-lights upon our study. 
Ugo Eabbeno, with exemplary modesty, combines his 
belief in the same views with a respectful appreciation 
of his adversaries and of their points against it. To 
him we owe original and conscientious investigations 
into co-operation. Icilio Vanni excels the rest of this 
school in the breadth of his training and the modeiu- 
tion of his views, and is by no means unaware of the 
difficulties and dangers of so novel a treatment of 
economics. « 

G. Boccardo, La Socidogia. Turin, 1S80. U animcde e 
ruomo, 1881 . 

S. Cognetti De Martiis, Le forme grrimi fire deir et'oluziont 
ecommica, Turin, 1881. Sodalimo anfkf\ 1889. 
IT. IloM^eno, Id evdtmojie (Id harm, Turin, 1883. La 
moperamom in Inghilitrra (i\lilan, 1885), Jja coojm'- 
amrne in Italia (1886). Le soeiefit erhqm'afire di 
p’odnzkme, 1 889. II gy^'otedonkmo amerkaiio (1892). 
Icilio Vanni, Studil snlki teoria sodologka ddla popdadone. 
Citta di Gastello, 1886. Prime iinee dhui grrogramma 
critico di socidogia. Perugia, 1888. 

Lack of space excludes a host of monographs well 
worth mentioning here. Giovanni Hussi, Antoiielli, and 
Del Pareto, for instance, on the mathematical tlieory of 
wealth ; Muggiorino Ferraris, Artom, .Amar, and Bertini 
have all done credit in this way to Ifiedmont ; while 
Lombardy is similarly honom-ed by Buzzetti, Piola, 
Nicoiini, Manfredi, Eomanelli, Mase-Dari, Pizzamigiio, 
Sartori, and Montemartini ; Giacomo Luzzati, Hah'imii, 
Della Bona, Bertagnolli, Stivanello, DApel, AKiielli, 
Kiriaki, Zanon, and Ellero have done honour to "Wnice ; 
Manara, Meigarini Eava, and Mamiani have done like* 
wise in the Emilia ; Cambray-Digny<ind Fontanelli in 
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Tuscdiiy 'V illari, Zammarano, Martuscelli, Portimato 

the Korese in 

X ’ ^,^'^dala.Papale, Santangelo 

S’ ^®''™®ll^™-®f®o>.AreoIeo, and Merenda in 
£ Sardifk and Pinna-FerrA 

name^ statisticians have already been Static 

Z S Z ^ additional names ‘iciaas ,.aa 

;^ould_ be mentioned here, such as Easeri, Strina-her 

iSsq ff iT?'';'’ Majorana. " On 

pp. 139 ff. will be found mention of a few works on 

the history of economics in Italy, and for a full account 
of this branch the ^vriter must needs refer to another 
DOOK 01 Ills own. 

L. Cossa,_ “Saggio di bibliographia delle opere sulla 
, btoria delle teorie e.conomiehe in Italia,” in the 
f^ormle degli JSconmiM, 1892. 


CHAPTER XYI 


CONTEIMPORARY THEORIES OF SOeiALIS.ni 

Anibi.iriii- SOCIALISM has an ambiguity about it even as, a word 
ties. only, for it began by diverging from the meaning sanc- 
tioned by its etymology, and nowadays means some- 
thing quite dilierent from the sense which Owen and 
Lebout (not to mention Eeybaud)* who hrst brought 
it into currency, attached to it. Socialism has, in fact, 
come to mean in ordinary use any and e\ery sj’stem of 
political economy involving a reeonsxitution of the basis 
u})on which commonwealths are now organised. 

Tiu-ory and There are two sides to socialism, one theoretical, the 
practice. Other practical. The former embraces a mass of doc- 
trines, the latter is manifested in the general drift of 
various definite party programmes. The party of 
socialism so called includes a rather heterogeneouri 
number of groups which are named aoeoitling to the 
aims they have in view, the means they propose to use?, 
and the manner in which they liold togctlier. Accord- 
ing to their aims, they ai‘e national or cosmopolitan 
socialists ; according to their means, tlicy are anarchist-^ 
or authoritarians, Unitarians or federalists ; aecor^litig 
to the manner of their organisation for work, they are 
revolutionaries or oj^portiinists. 

Theondicnl Taking first the theoretical sitle of socialism, plainly, 
sovialisii!. II schools are eonsideretl at oncje, it is a butly 

of doctrines wii^ch combines pra.ctical ecsmomic viiovs 
with the most dh’-erse and reciprocally incompatible 
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theories in philosophy, religion, and politics. Some 
these combinations strike for the disestablishment of ^ 
the State, of religion, and of the family, while others 
seek either to maintain all three intact or else ' to intro- 
duce only specific modifications of them. Hence, when 
philosophy is the cardinal point of view, the distinction 
between materialistic and spiritualistic socialists is in 
order. When, however, the distinction turns upon 
religion, the contrast is between atheistic socialists and 
those who cling to the faith. It is, however, a sheer 
abuse not only of terms, but of facts, which has pro- 
duced the notion of Christian socialists. The inventors 
of this phrase forget that no Christian, be he Protestant ^ 
or be *lie Catholic, can possibly be a socialist, because Socialism 
the very conception of charity, as a Christian virtue . 
absolutely enjoined by the Church, involves that there 
m should be some merit in exercising it, and consequently 
implies the existence of a possibility of failure in this 
respect — the very thing which socialism undertakes to 
make impossible. Socialism sets up what is one man’s 
duty into a right which his neighbour may lawfully 
enforce upon him by coercion, thus drying up the very 
springs of virtue in the benefactor and of gratitude in 
the beneficiary. If we now turn away from philosophy 
and religion, we shall find no less manifest contradic- 
^ tions involved in socialistic theories viewed solely from 
a political point of view. Some have used and still use 
socialism as a mere stalking-horse to assist them in 
working upon the masses in favour of revolutionary 
ciianges in the forms of government, but others look 
upon constitutional changes, more especially upon uni- 
versal suffrage, as no more than a means for attaining 
their end, which is social reform; and there is a third 
group which believes that no particular form of govern- 
ment as such either helps or hinders the changes which 
are on the socialistic programme. Hence we hear, and 

^ It is open to (yiestion whether all Prolfestants would admit 
this contention of tlie writer. 
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there is no little resulting confusion of mind, of con- 
servative socialists, of social democrats, of State socialists 
and Street socialists. 

The few brief hints for which there is room in thes(? 
pages must be strictly limited to the economic aspects 
of theoretical socialism, and therefore nothing will Ije 
here added to the brief account already given of ceitain 
systems which may legitimately be called ancient. 
They are commonly called utopian, as shaping them- 
selves for the most part in romantic accounts of fictitious 
states. These romances, written as they are either in the 
lines of literary art as such, or else at the bidding of an 
ethical condemnation of idleness and riches, and of in- 
dignation stirred by economic inequalities, may l3e" found 
in the works of More, Doni, and Campanella ; and there 
are others like Plato's which grevr up on the Imsis of 
political considerations. Harringtons romance of a 
model state is perhaps even a j>etter ease in point. 
For these there is no room in the present chapter, and 
furthermore all the systems elaborated during the last 
half of the eighteenth century by !?oussetiu, IMably. 
Morelli, Brissot do Warville, and so many others, must 
also be passed over in silence as rather juridical than 
economic, since they appeal aImo.st exelusih-ely to what 
is termed the inherent right of every man ro the gratui- 
tous usufruct of nature’s wealth. 

Do not blench or east down your e\Ys. when modern 
socialism heaves in sight with the batmer of >science un- 
furled and arrayed in the garments of economics, but 
look long and steadily, and you will soon ])erceive tliat 
the garments do not ht, and the banners are borrowed. 
Theoretic socialism depends upon misinterpretations of 
certain leading doctrines in modern political economy 
which are so clumsily made that they can fit notliing 
under the sun, and simjdy involve the dejiiai of c>ur 
whole science. Grant to the socialists their delusive dream, 
■wipe out of existence wealth as a social systtun, hunii >ur 
them and allow that injustice is iiiherefit in the exercise 
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of liberty, which brings inevitable pauperism and con- 
stantly-recurring crises wherever it goes, what will social- 
ism thus humoured to the full of its bent then do for 
you^ It will create a system of economic policy tend- 

. ing wholly to eliminate or at least partially to paralyse 
private property and competition. What experience 
have we of any system of economic order which does 
not hinge upon these two cardinal institutions in the 
established order of to-day ? 

Classification has a hard road to travel when it enters Difficulties 
the tangle of jarring socialistic sects which agree to dis- in cle&iing 
agree with what is known and established. Choose 
your author, and his published utterances put each other 
out of joint; everywhere you find vague terms flung 
broadcast ; communism, socialism, collectivism, and 
anai'chism are now used as convertible terms, and again 

* and again either contrasted or inconsistently subordi- 
nated each to the other and the other to each. Into 
the midst of this babel of conflicting error your quiet- 
ists and your out-and-out individualists finally drop 
from the clouds, to make confusion worse confounded 
by loftily applying to any conceivable reform involving 
State interference, no matter how just or how opportune 
it may be, their one favourite term of abuse— socialistic. 

It must be confessed that precision is not the most ludefen- 

• obvious merit in the definition sometimes seriously 
offered to the effect that socialism is the economic ^ ' 
philosophy of the submerged tenth or of the suffering 
classes, nor is there any great. flood of light to be won by 
conceiving of socialism as the economics of the working- 
man to be opposed as vsuch to that of the middleman or 

the hoicrr/eome. Equally unscientific are the changes 
rung upon a supposed opposition between labour and 
capital in certain definitions. An injustice is done in 
the other direction when it is maintained that not some 
only but all systems of socialism amount to the alter- 
native of anarchy or despotism. Thr^e other definitions 
err to the same extent either positively or negatively by 
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commission or by omission. According to tliesCj socialism 
is said to consist : (1) in an artificial distrilnition of 
wealth, — the framers of this formula, haye forgotten 
all sorts of socialistic utterances about production, 
circulation, and distribution; (2) in the abolition of 
wages, — surely this is compatible with free competition ; 
or (3) in the suppression of income so far as that is 
not derived from labour, Lc. rents, interest, and profit. 
These definitions, like the preceding ones, will none of 
them hold water, because not one covers ail the aims of 
socialism, and the particular aims covered in each case 
play very different parts in different schemes of socialism, 
which has many forms and many masters. 

Now it remains to record here a few general works 
which may, if each be read and compared with others, 
furnish sufiicient data upon which to base an under” 
standing and frame an appreciation of tlie leading 
theories of the socialists, 

L. Eeybaud, Etudes sur hs rflftiniuihurs f>y 

motlernes. Paris, 1840-43, 2 vols. ; seventh edition. 
1864. 

L. Stein, Dev Sordalkmus uud Conmvnmine^ dj:i< hrtfihjm 
Fmnkrckhs, Leipzig, 1847 ; second edition, 1848. 
Geschkhk (lev sorhden Bevxirunr! lu Leip- 
zig, 1850-51. 3 vols. Reprinted in 1855. 

J, J. Thonissen, Le socklisme fakihiuiF, Louvain, 
1852. 2 vols. 

B. Hildebrand, Dk Akfiomdnbtymnk dee fktjemvuri vud 
Zuhmft^ voL i. Frankfurt am l\Iain, 1848. 

K De Laveleye^ Le socudmm e/iufdujihrtdu, Paris, 1 883, 
second edition. Sixth edition, 1801, 

R. T. Ely, French and German Samlim. Kew York, 
1883. 

John Eae, Conternjmxtrp SmmlwiL London, IS84 ; 

second edition (much enlarged), 1891, 

Th, Kirkup, An Fifuhij infa Smalmh ^ Lcmdon, 1887. 
0. Wai'schauer, Gescliichtlich - kritischtn* Teberblick 
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liber die Systeme des Kommunisnms/’ in tbe 
Zeitsclinft fur die gescmmte Staatswissemchaft, 
Tubingen, 1890. 

H. von Scheel, “ Socialismus und Kommunismus 
(third edition, greatly improved), in vol. i. of the 
Ilandbuch of Schonberg. Tubingen, 1890. 

Eug, d’Eichthal, Socialisms coramwiisme et coUectmsme. 

Paris, 1892. 

Y. Cathrein, Dev Socialismus, Fifth edition. Freiburg 
im Br., 1892. 

Th. Kirlmp, A History of Socicdism, 1892. 

» § (1) COMMUNISM 

Communism as scientifically defined seeks to supplant Public and 
the private ownership of wealth in general, — whether it _ 
in instruments for production or in things to be con- 
sumed, — by some form of public ownership, that of 
humanity at large, that of the State, that of the county, 
or else that of specific individuals confederated together 
and forming a group. Collective production and con- 
sumption are necessary conditions for communism so 
defined, which, however, does not as such require with 
some communists the abolition either of the marriage- 
tie or of the family, — indeed there are communists who 
^uphold both of these institutions. But a communism 
built up solely upon collective production and consump- 
tion could not be distinguished from certain forms of 
socialism — Fourier’s, for instance — and would be in danger 
of approval from some who, being neither socialists nor 
communists, yet favour this form of production and of 
consumption on grounds of expediency pure and simple. 

Communism is something more than a purely nega- Commun- 
tive community in use, such as is exemplified in ism not 
family life and has been defined in Eousseau’s celebrated 
phrase that the earth belongs to nobody and its fruits 
to everybody. Eousseau said this andjt is remembered, 
while all that he Vrote in contradiction of it is at least 
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temporarily forgotten. On the other hand, nothing 
could run more complete!}^ counter to communism tlian 
to propose a redistribution of available wealth whether 
equal or unequal, definitive or periodic. Apart from 
the absurdity of such a revolutionary proposal, there is 
that about it which strikes at the very roots of com- 
munism by recognising the one thing which communism 
aims at destroying, — private property. We are not of 
course now discussing what the measure of recognition 
thus given would amount to, — the recognition is there. 

Communism is a system of government in matters of 
economics where the notion of erjualit}’ before the law 
— fundamental in every modern state — is placed on a 
par with an eiToneous belief in the native equality of 
human faculties as such. Tliis last equality can only 
have been disturbed, it is argued, by unequal education. 
Grant that these two cardinal beliefs are equally truer 
and then communism vnli require every man to woidc 
according to his powers, and will insure in return to 
each a quotum of the common store of ]U’oduction which 
shall be equal, that is to say did}’ proportioned to his 
legitimate needs, recognised as such l>y the authority of 
society. Systems of .society thus iinderstood aim at 
equality, and are the absolute aiul com}>lete contradic- 
tion of all socialistic systems which, as such, aim at such 
a redistribution of goods ris shall be |>roportionate tcv 
services performed. This is iiietjualiry with a vengeance, 
and can never jump with eommnnisin and equality. 

From the absurdity of intermediary systems, half 
communistic and half socialistic, it l^y no means follows 
that writers have not been found so incailuu'eiit in their 
mental processes, or so bent on compri^mise in tlieii* 
practical schemes, as to frame such intermediary ])rujects. 
We have people who maintaiti communistic theory 
thiit every man has a natural right to live, that 1% to 
have assured him enough to keep body and soul to- 
gether, and simultaneously uphold the socialistic sdunnt' 
of distributing the surplus — remaining after evervbody 
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has escaped starvation — according to individual services 
performed. 

In fact, some would have it that the right to live, Working- 
the right to work, the right to receive help, and the 
right to the whole earnings of labour, constitute a ^ 
fundamental Bill of working-men's rights which should 
straightway be passed by every legislature in the 
civilised world. The matter is not, howevei', so simple 
as they deem it, for, as Monger has clearly shown, no 
one of these rights so galled is compatible with any of 
the other three. 

K.MmgQT^DasBecUaiifdenvollenArheitseH^^^^^^ Stutt- 
gait, 1886 ; second edition, 1891. 

It is in fact evident that the right to live is based The right 
partly upon the idea of fraternity, and partly upon that 
%f solidarity, and thus leads inevitably to an . equal 
sharing of goods as its logical conclusion ; the right 
of the labourer to the full earnings of his labour un- 
questionably requires the abolition both of private 
ownership in land and also of capital, but by its appeals 
to the principle of the higgling of the market it leaves 
a certain scope for freedom, and does certainly study 
equity by providing for the due recognition of individual 
merit, and by thus recognising the fact of inequality. 

, The right to work must be carefully distinguished The right 
on the one hand from the right to seek employment 
freely and without hindrance from limiting rules and 
regulations of any kind, and on the other hand from the 
right to receive help, though, like this last, it is relative 
and conditional, only coming in as an additional and 
complementary safeguard. In fact, the right to work 
and the right to receive help fall together under a 
category which stands in complete contrast to the right 
to live and the right to the full earnings of labour, 
which are a])solute and not relative. The right to work 
is necessarily restricted by its own teijms to those who 
are capable of do?ng work, and takes concrete shape as 
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a right to receive wages from the State, which must 
estahiish workshops for giving employment to all for 
whom there is no opening available in enterprises 
managed privately. Fourier and Considerant maintained 
this riglit as an equivalent indemnifying those concorne<l 
for tlie loss of the primitive rights of hunting, fishing, 
harvesting, and grazing {rhasse, rurilletfe, piifure)^ 

and this right to work was sanctioned in the famous 
French proclamation of Felwuary 25th, 1848. The 
practical result of its application, in the National 5York- 
shops was anything but favouralile to socialism, and 
soon after the days of June that followed it was trans- 
formed into a simple recognition of the right to receive 
help. 

The right to receive help, a.s recognised in countries 
where so-called legalised charity is put into practice, 
takes the shape of poor law.s which concern only 
pau]>ers, and have a taint of humiliation for all bene- 
ficiaries, even when the aid given comes in the form of 
wages for actual work or in tliat of outdoor relief. 

V. Considerant, Thinrh ^ht tlmf inriiivh'h' ef fhf th'olf 
(iH fntraih 1839 ; third edition, 1848. 

Proudhon, ic droif au imrall et ic draif de 
1848. 

Fr. StfipcI, Ihs Ikdit anf A vhelt, 1884. 

P. J, Haun, J)m Ikehi (Pff Ark' it 1880. 

B. Prochovnik, Ihun anffehlkhe It Ad tnif Arbrif. 1891. 
See E. Thomas, Hisfoirc rfcs nMiets IVais, 

1848. 

Louis Blanc, 1848 : Ekhrkal 1858. 

Communism in its most absolute and nneomprornising 
form aspires to bring about a complete equality of work 
performed and of enjoyments earned, In' means of the 
immediate expropriation of corporate property, and a 
gradual confiscation of all other forms of ownership, 
which are to lapse upon the <lecease of the owner.s. 
This done, there is to be an equal distribution of all 
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earnings, securing the same amount for every individual 
member of the community. Communism in this rough 
and extreme shape is represented by Francois Baboeuf 
(1764-97), who saw fit to change his Christian name to 
G-racchus, and wrote the first socialistic newspaper, 
entitled Le trihwi ckb ;pe%i])le (1794 ff.). Upon his death, 
brought about by a conspiracy against the Directoire, 
he left a sincere and able exponent of his ideas in 
Biionarotti, who worked further upon the same lines. 

Ph. Biionarotti, Ilistoire de la conjuration pour TigcdiU. 
Bruxelles, 1828. 2 vols. Eeprinted at Paris 

in lg69. 

P. J anet, Les Origines du socialisme contemporam, Paris, 

1883. 

V. Advielle, Histoire de G, Bahmiif ef du habonvisme. 

♦ Paris, 1884. 2 vols. 

The famous writer, William Godwin (1756-1836), Godwin 
was less coherent perhaps, but far more moderate, than 
either Baboeuf or Biionarotti, and, inter alia, de- ^ 
dared war upon Mai thus. He depicts three mutually 
incompatible bases of ownership, or, as he calls them, 
degrees of property. First there is the principle of 
private property, second there is the principle of com- 
|>ensation for services rendered, third there is the 
principle of distribution according to needs. He pro- 
nounces in favour of the third, but fails when he tries 
to provide for carrying out such a distribution, since 
he rejects the co-operation of the State, declaring him- 
self anarchical, and finally, in his last work contenting 
himself with a simple affirmation of the right to receive 
assistance. 

W. Godwin, An Ingidry concerning Political Justice, 

London, 1793. 2 vols, Eeprinted several times. 

The Imiuirer, 1797 (re-issued in 18J1). An Inquiry 
on PopuI(fiio}i,'^179S (re-issued in 1820). 


Practical 
ex peri- 
lucllts. 


Oweii 

against 

competi- 

tion. 


524 IXTRODUCTIOK TO POLITIGAL ECSkOHY chap. 

There were, however, far more clearly-defined types 
of communism which, after having been plainly set 
forth in theory, were followed up by attempts at partial 
realisation. Especially remarkable were the experiments 
of this kind made in the United States. Such were 
the systems of Owen, Cabet, and Weitling. 

Eobert Owen (1771-1858) was a rich manufacturer 
much preoccupied by the promotion of philantliropiG 
schemes on behalf of his operatives. He was the 
moving spirit in co-operative societies of consumption 
and production, and finally became a psychological 
communist. He was an atheist and a fatalist, quite 
convinced of human irresponsibility, and , therefore 
equally uncompromising in the rejection of penalties 
and rewards of merit and recompenses of any and every 
kind. He declared war upon production on a large 
scale as well as on all forms of competition, demandifig 
that labour l^e assigned with reference to the various 
ages of labourers, who _ were to toil in small confederated 
societies under the guidance of elective magistrates. 
Their number in any given societ}’" was not to l)e less 
than 500 or more than 2000 ; all were to have the 
same education, and maiTiage among them was to be a 
dissoluble tie ; commerce and money were to be un- 
known in these societies, and their members were never 
to see the Inside of a law-court or of a workshop, but 
were to enjoy in the way of nature whatever they 
required to meet their needs. 

Rob. Owen, Fietc^ c/ 1812. Book of ike 

new m'Oml JPmid, 1820. Jiveolufhm in ike J/i/a/, 

1850. 

8ee W. L. Sargant, Ihk Oiifu ani hk Boml 

London, 1886.''.,, A. J. Booth, JkA the 

Fmmder of Soekdkm. in Btojiond^ 1860. JJojd 
Jones, The Lif(\ ond Lakwes of JL Onro^ 

1890. 

One of Owen^s most remarkable'^ adlierents was an 
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Irishman named William Thompson, who, before he Thomp- 
died m 1833, had succeeded, as Monger points out, 
formulating the theory of sm’plus value which is 
ordinarily supposed to have been due to EodbertusSe” 
and Marx. Analogous ideas may be found in the 
of John Gray (1821), Edmonds (1828) J 
F. Bray (1839), and Charles Bray (1841). ^ ' 

, Thompson, A'H I^igiiiry into the PTinciples of the- Di<i 

Mhutwn of JFealth. London, 1824.^ Eeprinted in 
loo9. 

Etienne C abet, a lawyer of democratic leanings, read Cabet’s 
while exiled in England Thomas More’s Utopia and 
wa.s inspi^d by it to promulgate a communistic romance 
entitled T oijacje m Icaria ( 1840). Property he eschewed 
but maintained the family; and really his work 
pc^sesses little to recommend it beyond its style, since 
It has no originality whatever. However, after a time 
a few groups of French emigrants carried it with them 
to pxas and Illinois, where they established com- 
munistic societies in accordance with it, and rvere 
taught by unrefreshing experience the ’futility of 
attempting to follow the theories of a master whose 
private life never inspired enthusiasm in any quarter 

Practically identical were the notions of Wilhelm Woitlmg’. 
W^eitimg (1808-74), a tailor who was sincerely and 
eloquently active on behalf of revolutionary ideas, and • ‘ 
who read his communism into the New Testament. 

He V ould have had as a substitute for the existino* 
order in matters economic an association of families 
co-extensive with the human race j these were to be 
governed by elective heads named by acclamation, 
whose functions should consist in bringing to pass an 
equal distribution of things useful and necessiy, the 
sum of which was to be previously divided into equal 
parts. Only those who contributed more than the 
usual and average hours of labour were to have, over 
and abov e these slsares of things necessary, an addi- 
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tionai share of things deiiglitfiil and of the nature of 
luxuries. The bestowal of these last, however, was to 
be strictly limited by a proviso rerjiiiring their con- 
sumption within a definite time. This proviso also 
made the time allowed for such consumption a short 
one, and thus aimed at defeating all possible accumula- 
tion and transmission by legacy, in ordei’ that economic 
inequalities might not he brought back again. 

W. Weitling, IHe JFelt v:ie Fie kf Hiifl sdii 1838. 

(rih'if iiiieti tier ILA'titWdie udd FrttJdlf^ 184«. 

See (t. Adler, GesehkMe tier erden ,MrA*ilptiJiikrhen ^Irhri- 
terbeiveffiniy in Dei/kcMaiui. Breslau, 188r5. 

g (2) SOCIALISE! PMOPEULY So VAhLET) 

Socialism in the most restricted sen.-e denotes those 
systems which aim at hemming in ] private property and 
competition by essential and restrictive modifications, 
but which at the same time are cqiposed to a common 
ownership and to any ilivision of %vealtli, either per 
iVpita or based on needs, to which it opposes earnings 
or contributions as the sole justilicatiem of ow!iershi|> 
as such. 

Still, there are noteworthy discrepancies between 
various socialistic schemes for redistributing wealth. 
Some contempdate the admission of proprietors ami 
capitalists as coming in for their d.ut* share; l>ut l>y far 
the greater number absolutely refuse lo take account of 
any titles to income of any kind that are not basetl 
upon labour performed. 

Moreover, a further distinction must he drawn within 
socialism px'operly so called which results in three main 
categories. These are (1) authoritarian socialists, who 
would lodge in a supreme authority the regulation alike of 
the production and distribution of wealth ; (2) IlbcKd 
socialists, who would recognise single indepeinlent groups 
of workmen ; and (3) anarchical socialists, who have 
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no use either for political societies in general or for 
the .State in particular. Space is here lacking 
for an adequate examination of particular schools of 
socialism one after the other, and therefore it will be 
best to examine the economic bearings of socialism as 
they are, so to speak, personified in three men whose 
inliuence was most remarkable, and rested in each case 
upon the threefold basis of a powerful mind working 
in the play of an almost inexhaustible faculty of con- 
structive imagination, the whole being welded into unity 
by an absolute singleness and sincerity of purpose and 
coHviction. Even of the economic ideas of these three 
men — Saint-Simon, Fourier, and Proudhon — only the 
most rudimentary outline can here be given. 

Count Henri Eouvray de Saint-Simon (1760-1825) Saint- 
proclaimed himself the founder of a new Christianity, Simon and 
;>«nd sketched out furthermore an economic system of rian^socL'i- 
so-calied industrialism which did not in his version of it ism. 
assume any practical shape. But he was the head of 
a school which claimed as its own the youthful enthu- 
siasms of the historian Augustin Thierry, the economist 
Michel Chevalier, the positivist philosopher Auguste 
Comte, and the writer Buchez, who founded the earliest 
co-operative societies in France. Saint-Simon marked 
disastrous results springing from the unequal, and to 
his mind arbitrary, distiibution of wealth resulting from 
the established law of inheritance, and with an enthu- 
siasm undamped by the vicissitudes of a stormy and 
stressful life, he sketched with broad and bold strokes 
the outlines of a new industrial monarchy. This is 
described in numerous short works produced by him. 

Power, actually lodged in the hands of the leisured classes Power for 
which had beaten domi feudalism and aristocracy, was 

^ 111^ CitlSS0S 

in this new state to pass into the hands of the working " 
classes, this term being taken in a wide sense so as 
to include not only workmen, but entrepreneurs and 
capitalists. This was, according to Saint-Simon, the 
logical outcome, m matters of social concern, of the 
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dictum of certain economists who first identified wealth 
and value, and then proceeded to proclaim work d^ne 
as the one and only cause of value. 

H. E. de Saint-Simon, “Parabole politique,'’^ in the 
periodical EOrga/tmateMr^ 1819. Cafvclthine ih.< 
inSustriels^ 1823-24. Noumni CkrUfhfnishh^ 1825, 
(Emres de ef (rUn/fUitiiL Paris, 1805- 

78. 40 vols. ^Euvres eIiolsk\'<. Pnixelles, 1859. 

3 vols. 

See H. Fournel, Blhlmjnqyhk SnhdSiiiWtikiinc. Paris, 
1833. G. Hubbard, Sahit-ShitOK. sa Bw ef scs 
frarau.r, 1857. .P. Janet, SaJnBSbneih ef U SauiU 

Si/iiojnsimq 1878. 

Upon the death of Saint-Simon his ideas continued 
to receive a rather lame presentation in a newspaper 
called Le rrodnt‘fau\ directed In* Olinde Eodrigues, and 
a more satisfactory one in the Ghde{\8'^\ f.). Nor were 
enthusiastic disciples lacking, such as Pazard and .Bar- 
tiiolome Prosper Enfantiii (1 789-1 801). The latter, 
acting as the ‘hsnpreme father''^ of tlie new religion, 
jeopardised the whole future of the simdi Saint-Simoinhui 
societies, so that they ended in the broatl farce and tlie 
trial that have given an unsavour}' notoriety to I^Ienil- 
niontant. Enfantiids eccentric views about the emanci- 
pation of women and on divorce iinited the disasters 
not to be averted by Ba:Kard, who spoke very plainly 
against Eufantin on the rpiestion of divorce. To Saint- 
Amand Hazard (1791-1832) uiidoubtedh" attaches the 
credit of having argued out Haint-Simoniauism on the 
side of economics, and indeed in tlii^^ respect he is its 
founder. To cope with what he calls tlie i'.rplolfitfhet B 
rhomme par riiomme^ — which once meant a masters using 
up of his slave, and now means the using up of working- 
men by owners of the tools and appurtenances of work, 
— Hazard demanded a reform in econcmiics which should 
be the outcome of a previoirslv-achievt'd reversion to 
primitive Christianity, This reversion wais to be helped 
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on by gratuitous, universal, and compulsory education, 
an^i brought to pass by a distribution of work according 
to capacity, and of products according to services pei*’ 
formed, the .whole process being summarised in the 
familiar cfe selon sa cct^xiciU, It chctctin selori ses 

'ojmres. All that he thought necessary for this con- 
summation was the substitution of life -ownership for 
hereditary ownership, the State being charged with the 
function of bestowing capital and land gratuitously in . 
every case where the death of their temporary holders 
left property vacant; and this distribution was to be 
among those whose preceding record of work showed Life- 
them to be most meritorious. Such an operation 
managed by public banks, under the government of an 
industrial hierarchy, was to correct the injustice of the 
present distribution, which was the result of the mere 
II accident of birth. Saint-Simon took the industrial 
classes as a unit, and opposed them to the leisured 
classes, la'wyers, civilians, military men, and so on. 

Bazard was the first French socialist to bring out into 
explicit statements the smothered conflict, existing 
chiefly in the minds of working-men, between the entre- 
and his operatives, who are unprovided with 
tools for their work. 

Bazard, Exposition de la doctrine de Saini-Simm. Paris, 

* 1830-31. V 

See an anonymous collection of articles by various hands 
exti’acted from Le Glohe^ and published in 1831 
under the title Economie politique et Politique. 

Fr. W. Carove, Der Scmt-Sunomsmtis. Leipzig, 1831. 

K. G. Bretschneider, i}cr SaintEimonisnius. 1832. 

A. J. Booth, SavntEmon mul Saini-Simonism. London, 

1871. 

0. Warschauer, BamtEimon md der SamfEwionismus. 

Leipzig, 1892. 

Charles Fourier (1772-1837) held quite as com- 
pletely aloof front anything of the nature of a revolu- 
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tionary movement as Saint-Simon did. His ideas were 
original Imt he expressed them in a very prolix styie, 
and was anything but accurate. His powerful mind 
and uncontrollable imagination worked upon psjxho- 
logical premisses precisely the same as those of Itobert 
Owen, whose proclivities in favour of collective })roduc- 
tion and consum|>tion he also shared. Still, he is not 
consistent on -this point, in so far as he rejects a distri- 
bution based upon needs for anything and ev'erything* 
that goes beyond the barest necessities for subsistence. 
This is an instance of his moderation shown also in his 
departure from the uncompromising demands regarding 
inlieritanee made by the Saint - Simonian school. 
Furthermore, he divides the sum total of earnings or 
production into twelve parts, five of which, and no 
more, he assigns to manual hilH>iir, four of the remain- 
ing seven being allotted to capital and three to intellect-# 
uai labour. Attraction, he argues, tnilt'S tfee spiritual 
just as it does the physical world, tluu'efore. the har- 
monious satisfaction pf tlie passions vf man e^ij^itutes 
at once the will of God and the hajipiiiess of his 
creatures. In classifying the passions of imin’s spirit, 
however, Fouiier omits any mention of hiziness. Work, 
after being made attractive by a scheme which is to 
provide for a division of Ial>our, and also for a constant 
change of employment, is to be cariied on in common. 
His meaning here is that associations numbering 1800^ 
souls, and including proprietors, capitalists, and working- 
men, are to be formed under the name of p/nz/niww. 
Each phalanx falls into series ultimately constituted 
by groups, each of which is to live in a 
i.e. a workshop under the direction of a head called a 
nmM'ck These are all to be federated, and finally to 
embrace the whole world under a supreune magistrate 
or omniarchf residing in Constantinople. Fourier’s 
system prefers agriculture to other brandn‘‘s of work, and 
particularly affects arboriculture and liorticulture. It 
also favours agriculture on a large stale, atid providers 
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ill 18Gr>j and in one of iiis earliest- works, Qn'r.'^i-re tp/r 
la proimHe ? (1840), he took for Lis text Erissrit ck' 
Warville’s celebrated sa^dng, ht pi'ipdvfv ct'd A r>)!, 
I’roudlioirs wliieli dates Imck to 1780. His taste for |>aradoxes is 
paraaoxe>. sufficientl}’ manifest in the choice of this text, his mind 
was subtle, and his training having been acquired ]>y 
his own unsjstematised eitbrts was haphazard, ami 
tainted with incurable and inevitable siiperticiality. 
He is for ever following up the scent of one contradic- 
tion or another in the nexus of economic phenomena, 
and is as much pleased to iind one that is apparent only 
as to disentangle a. real one. Once give him his con-* 
tradiction and he allows no quarter to the various leaders 
of economic tlioiight, be they even socialists. His ferocity 
Attacks on is indeed particularly ap]>arent in the pursuit of com- 
commnn- inunists, whom he bludgeons with the club of Hegelian 
dialectics, having been led by the advice uf the socirdist 
Karl Griin — who afterwanls heeame his translatin’ — tr^ 
dabble somewhat inetfeetually in llegeFs philosnphy. 

P. J. Proudhon, S//stua> t/vs 

pJtihsipkic th: fa uttdi'i, IViris, 18 IG. 2 vols. 

Proudhon can scarcely be sai<l to have acted up to 
tlie ambitions motto of his choice, dednann d udijiofhn. 
His criticism destroys comniuiiism, the fantastic socialism 
of Saint-Simon and Fourier, ami the mystical socialism 
of Lcroux, as well as Blanc’s authoritarian socialism, 
but when he turns to the presentation of his own com 
structive scheme, all his victims are avengOik His 
Froinllioirs discount bank, hanqne called later on hanqm- da 

construe- IS a very different scheme from Owen’s Lahuna 

Sieme. dJxchtnp/e Bank (183*2 ff.), and from the other |>hin 
adopted between 1830 and 1845 by ^larsigliu dal 
Mazed. It was intended not only to facilitate exchanges 
in kind, but also to issite hftm de ehralaih^a wliich all 
associates in the banking venture, rtml all sup]K>rttu's of 
" the scheme, were bqund to receive as current coin. I'liun 
producing these bonds the bearers were entitled to usi^ 
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products and services measured by their face value which 
was expressed in hours of labour. This was the device 
on which Proudhon depended for bringing about what 
he styled gratuitous credit, an invention ventilated in 
his famous controversy with Bastiat {InterM et principal, 

1850). He never had the wit to perceive that these 
bonds of his could not make any headway towards 
gratuitous credit if they were issued by discounting the 
assets of persons who were solvent, while, if their 
emission had no guarantees and was carried out on any 
^ considerable scale, they became simply a paper currency 
of the worst imaginable description. In Proudhon's 
CordmcUcf/mis, as well as in the writings of Saint- 
Simon's school and in those of certain Englishmen 
above mentioned, may be found the theory of surplus Theory of 
value lent by the workman’s hand and absorbed surplus 
by the greed of the entreprenetir. Thk has recently 
been put forth as the principle underlying what is 
sometimes called scientific socialism, and is attributed 
by Wagner, Eodolf Meyer, Adler, and others to 
Kodbertiis, wdiom they regard as the founder of this 
science. Others— Engels, for instance — claim the same 
honour for Marx, and ai'gue accordingly that he and 
not Eodbertiis invented a theory which was plainly 
originated by neither. 

Proudhon must be credited with a far more successful 
exercise of ingenuity in his attempt, abortive though it 
wus, to reconcile the “antinomy” of liberty and equality Liberty, 

]>y recourse to anarchy. This remarkable principle he 
^listiiiguishes from disorder, and makes it out to be real ^uarciiy. 
equality, that is, an equalisation of conditions which 
must necessarily be frustrated by any given form of 
government. A government as such wantonly inter- 
feres, he argues, with this equality of conditions because 
justice is qixite as able to dispense with the sanction of 
force as any other form of scientific truth. Private 
i ownership he defines as the exploitMion chi faihle par le 
fort, and therefore would summarily supersede it by 
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something very different from common ownership, 
which is the ex^loiUdhm du/oripfrlefaihh'. sui> 

stitnte is the ownership, — whose and what sort of 
ownership he nowhere plainly says, — of all instruments 
used in labour, coupled wdth a guarantee that the work- 
man shall enjoy the full earnings of his toil ; hut other- 
wise he leaves individual economy, competition, and 
even inheritance, to survive as they can after the a]>ove 
changes. The ablest criticism of Pi'oiuilion's utopian 
schemes may be found in the wildly individualistic 
interpretations of anarchy given by the Kiissian Nihilists ^ 
Bakunin and Kropotkin, and by such revolufionaiu’- 
socialists as Eeclus, Most, and the rest of t-hem. 
Proudhon himself abandoned anarchy later on, and 
substituted federalism. 

P. J. Proudhon, Oe^nirs Paris, 1873-SG. 37 

vois. Correaj/Oifdffi/a' (1832-65). Paris 1874-75. 
14 vols. 

See Fr. Hack, P. J. Proudhon,'' in tlic Zf fUr 
die ges. 27^ Jahrg., 1871, pp. 303- 

386. A. Saint-Beuve, P. J, m tk ft m* 

rorreqjondarm^ 1875. St. Gam zu Piitlite, P. /. 
Proudhon, Berlin, 1 8 8 L 

Also G. Adler's article ^AAnarchismus/’ in Conrad and 
Lexis’ Handuikkrlmrh der SimdmimNh<ehnfien, vol. 
i., Jena, 1889, pp. 252-270. K. Diehl, P. ,/. 
Pmudkmiy Seine Lekre uud seiu Lehen, Jena, 1888- 
90. A. Mtilberger, Simlkn iiler Fivudkon^ 1891. 

Louis Blanc (1813-82) was a radical writer for 
the press and a disciple of Buonarotti the coinmuiiist. 
He excelled as a historian and failed as an economist, 
as may be seen by reading a irst sketch gi\'cn in the 
Mevtie du progrh (1839) of his famous Orgonimimn du 
iramll (1841), to which he added four new c]iu|)ters in 
the' ninth edition (K50). Blanc was a, socialist of the 
authoxitarian school, though by recognising t!ie dmit ik 
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?Awe he managed to adopt some communistic views 
^viiich^he combined with a firm adherence to a scheme 
of socialism in groups. As president of the Luxem- 
bourg Commission he favoured the right to work, which 
he defended against attacks from Thiers in 1848 . 

Convinced as he was that competition breeds mono- attacks 
poly and results in pauperism, he made appeal to State 
interference in order that labour might be organised 
upon the basis of fraternity and solidarity. He asked 
that the State, without prejudice to private property, 
should bring its great poivers to bear on the creation of 
*ateUer$ sociaux, which should finally supersede workshops 
managed by private enterprise. His plan contemplated 
the management of these workshops at the outset by 
State functionaries, who were gradually to pass them 
over into the hands of associated working-men ; various 
• local associations thus formed and employed were to be 
federated together under a central authority. The State 
was to advance as much capital as these societies 
required for their plant under conditions securing its Scheme of 
repayment in instalments, and with the reservation of a workshops, 
certain control over the investment of profits. These 
combinations were to have added to their other 
functions those of mutual benefit and insurance societies. 
Capitalists were to be admitted to workshops thus 
, established, and were to receive a fixed rate of interest 
on their investment, besides a payment for labours per- 
formed in common, this last being in proportion to 
needs but vStrictly limited by an equitable regard for the 
resources at hand, any disregard for which would be a 
breach of equity. Blanc conceived that the needs thus 
provided for would amount to much the same thing as 
the allotment of things ‘ useful in proportion to the 
amount earned by each individual workman’s labour. 

He only took for granted that the most vigorous and 
efficient workmen would have the greatest needs and 
the most refined tastes. Simply* that, and nothing 
''more 
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L. Blanc, Quer'<fkms tTifujotmVhifi et ihrmaui^ vols. i\\ 
and V. Paris, 1873-84', 

See also Ch. Eobiii, L. JUffnc, .<ff rk rf //r/rs, 1851. 
Hipp. Castille, Z. Blam^ 1858. 

Lassalle Ferdinand Lassalie (1825-64) had a \igorous mind, 
milit'iiii indifferentl}' trained in pIiilosopin% hnv, ami 

MX'iaiisi!!. economics, but he does not hold anytliiitg like the 
eoirnnanding position among theoretical socialists which 
was undoubtedly his in the annals of militant socialism. 
He was by natural inclination an aristocrat, ambition 
turned him into a demagogue, am! shrewdness revealetf 
to him tlie springs of popular passions. Tims tw find 
him reserving all his moderation ami good sense for 
moments when a practical emergency required definite 
proposals to he granted or i\‘ fused, l)ut wlnm his theme 
is the ultimate aims of his part}’, then hr‘ rides a very 
higli horse indeed. He was a taking writer and a 
winning speaker, uniting in his veiy sympathetic 
personality everything which goes to make success in 
liw kfk of beginning and carrying on a formidalde and revolu- 
orjguuUity. tionaiT agitation. As for his theories, tliey are not 
really his, but are either taken from In'aToerttis and 
Har.v, who chiefly su|>ply him with premisses, or from 
Blanc, whoso proposals he practically aibipts as his own, — 
bixrring a few details wliicli he puts in out of his own 
head. He rails against the iron law of wages, — which 
he is good enough to attribute to Ricardo, ^ — and, wishes 
to emancipate Clerman workmen from this, and to secure 
for them the full earnings of their teal, which according 
to his view are swallowed up by the io /o' and the 

capitalist. Lassalle^s remedy for this state nf things was 
The wk- the organisation of working-men into a solid parh- whose 
iai^oaeifs programme demanded universal sutirage to start with ; 
upon the strength of this they were to work out for 
tliemscdx’es a strong political preponderance, and by that 
means to secure from Oovernment* a decree gi*;mting the 
gratuitous loan to co-operative working-men’s sot*ieties. 
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of one luinclrecl million thalers made to 'these societies 

in ta/mernfn? ’ f possession of the 

siii^er^ede all private enterprises. One chamcteristie 
Ito to “tL^ T°“f ^ Lassalle’s utterances : he declared ' 

r.h?i,Stei:5“‘S!S“j‘' * ■»«'•«■ 

founded ’ of Pjovidentand co-operative institutes 

refif A , ?® '1 independence and mutual 

LdfsLlknindTlf fof®' 

X ' -, . o^itiageously personal, and ready P*^^- 

Ions V dialectic poAver most unscrupu- 

louslj. These ivere considerable, although his proud 

Simteento ee^T sum and substance of 

St if yisdom may be safely disallowed. 

hS f eertamly more, than enough to disconcert 

. „ 1 ®^*}) "nhose intellectual resources were far 

inferior to Lassalle’s own. 


Fet'd. Lassalle, System der erworhenen Rechte. 1861- 
1880. Offenes AnUmiMen, 
Ibha. DmmiiredeStemrmdiieUgederarheitmul^^ 

Jasseii, 1803. Herr Bastiat-Sckulze ivn JDeliksck 

• fonomisdie Julian, oder Kapital mid Arbeit, 

lob4. 

See ako E. von Plener, Ferdimml Lassalle. Leipzig, 
'''■ German Socialmi and Fenl 

Lassalle, -London, 1888 ; second edition, 1891. 


§ (3) GOLLEGTIVI,SM 

Collectivism is a favourite word, especially affected br 
those theoretical French socialists who, while demanding 
a public ownership of the instrumests of production 
and a collective organisation of labour, are still content 
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to leave private property intact so far as objects of 
consumption are concerned^ and even take tlie ^extreme 
view which allows of their transmission from father to 
son and in general by testamentary disposition. Now 
there are two forms of collectivism, the one ^ being 
integral or industrial, the other being only partial, that 
is territoriaL 

E. Jiiger, I>er modenie Berlin, 1873, 

A, E. Fr. Schaffle. Die Quiufessnr. 1(875 

(translated into Englisli, French, and Italian) ; 
thirteenth edition, 1891. 

P. Lero 3 ^-Beaiiiieu, Zc crifit/Mf thf 

nourem soehflisme, 1884. Second editioit, 1885, 
Tliird edition, 1893. 

M. Block, Le social i;<)f If? Offidf iio:. 1891. 

J. Bourdeau, Le sofialisrur- alktmrnd d k nihUlme mssr^ 
1892. 

Paine is a good and Ogilvio is even a better repre- 
sentative of territorial collectivi.'^m at its earlie.st and 
rudimentaiy stage, which belongs to the eighteenth 
century.. John Stuart iliii and Henry George have 
already been spoken of as supporters of a more full- 
fledged theor}' regarding the tenure of land, and indeed 
the adherents, of .such views were not few even among 
professed economists, and iiidiided men like James,. 
Mill, who %vere of the strictest sect of the classical 
school, as well as very pronounced opponents of every 
other form of ’ socialism like Walras. The loading view 
of all these authors is a more or less emphatic statement 
that private ownership in land as such cannot })C 
daf ended. b^^ all the eeo.nomieo- juridical axgiuiients that 
tell in favour of private ownership of movable capital 
or personal property. And here various lines arc taken : 
Samter urges that arable land only be iield in connnon ; 
others wish common ownership to include all manner of 
buildings ; others^ combine the rec|tiirenn.mt of common 
ownership with a ' stipulation that there should bo a 
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scheme of common cultivation undertaken by the State, 
and <?ver against them stands a group, — who are a small 
minority, — requiring, as A. E,. Wallace does, a blending 
of common ownership with individual exercise of pro- Conflicting 
prietar j rights under leases, by which lands are to be views, 
parcelled out in small and large divisions, and rented to 
the highest bidder. More important divergences are 
those arising from conflicting ideas of how existing 
rights of ownership are to be wiped out in order to 
make way for possession in common. Confiscation pure 
and simple is George^s plan, expropriation with com- 
pensation is another advocated by Fliirsheim. But 
there art^ diiTerences here, some wishing to expropriate 
the whole title to the land, others only the unearned 
increment {rendita futura). 

An Essay on the Bight of Property in Land. 1782. 
Published anonymously, but written by W. Ogil vie. 
Keprinted under the title of Birthright in Land, 
by C. MacDonald. London, 1891. 

Herbert Spencer, Social Statics. 1850. 

Fr. Schafifele, Inlcorporation des Ilypothelcencredifs. 
Tubingen, 1883. 

Ad. Samter, Das Eigentlmm in seiner socialen Bedeuhmg. 

1878. 

A, Eusseli Wallace, Land Nationalisation, its Necessity and 
its Aims, 1882. New edition, 1892. 

S. W. Thackeray, The Land and the Commimity. 1889. 

M. Fliirscheim, Der einzigc Betkmgsweg. 1891. 

Herteka, Die Gesetze der sociale7i EniwicMmig. 1886. 

W. H. Dawson, The Unearned Incre^nent. 1890. 

Integral socialism is the prevailing form of socialism Integpi 
to be met with now, and its especial representatives are 
Winkelblech and Eodbertus, although they neither of 
them took any part in party movements towards overt 
agitation, and Marx, of %vhom the same cannot be said. 

Karl Georg Winkelblech (1810-65) ^vas a technolo- 
gist and a professor of chemistry, and under the 
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pseiidonjm of Mario lie began a learned work of 
historieai criticism dealing with economic iustiMtions 
and ideas, wiiiciij if only he ha<l lived to complete it, 
was to iiaTe ended with an elalH)rated scheme for the 
refonii of the present social system. This existing systern 
he not only convicted before the bar of the law as invoiv- 
ing a constant violation of its owji leailing principles, 
but also branded on behalf of the proiliieing classes as 
traversing their interests when those interests were 
restated and put in their true light, luin ami itoschei* 
both cite from Winkelblech’s book, lait nevertheless it 
had no appreciable influence upon eontem|)orar}'' thought 
until Schaflie promulgated in LSTO his extravagant 
praise of it. This caused it to l)e reprinted, and 
Wiiikcl- attracted attention from a niim]>er of specialists. Uj> 
on to the time of the French Ilevolutio!* our autlior argues 
".Ilimn force or ‘^‘monopolism " ruled absolute *, then it was 

liiierali'sni, •sap|>lanted by the liberalism which rules to-day, and is 
ami coni- mjw threatened by communism. Now, jilicralism and 
communism are two exireme doctiiiies whi<di 'Winkeb 
]>lech wishes to luing on to a middle ground of harmony 
and moderation. Liberalism knoivs nothing but the 
negative idea of unlimited competition, and is, in fact, 
ail atomistic phase in economics, which out of the ruins 
of aristocnic}” has t*onstriiete<! plutocracy — a monopoly 
exercised by large capitalists to the destruction alike of 
small and of the wage-earners. Turning 

to communism, our author accuses it falling down 
before a graven image, which U nothing more than a 
blundering combination of the facts that- (*onstitute real 
efpiality. Communism, aceoriliiigly, is more or h‘ss 
like a machine, ami would lead, with Its cut-ai»biiried 
notion of a clistiibiitkm according to needs, to the 
worst of all inoiiopolievS, tliafc of kzim.'ss. There is, in* 
argues, one and one only rational ctunhiiiation of true 
Libertyand liberty with true €H|uality, and this is in vdiafc he calls 
ear^ality. federal system, with the proviso that all the 

political associations of this phrase he rt*mo\'ed. This 
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federal scheme is a collectivist organisation of the most 
uncoj^npromising kind, to be set to work by societies of 
working-fhen, which must be organised by the State. 

The first necessary provision in their organisation is 
the setting aside of a certain fund to provide the mini- 
mum nifecessary for supporting life in all members ; but, 
that once provided for, the sum of the common earnings 
should be subdivided on the basis of the contribution 
actually made in each individual case, and apportioned 
accordingly. One thing calls for commendation in Scl'ieme of 
Winkelbleclds scheme : he never blinks the great federal 
difficulties staring in the face of every proposer of 
socialism, no matter what shape he may give to it, and 
those difficulties are the insufficiency of production for 
the purposes contemplated, the dangers of an excess of 
consumption, and of the indefinite increase of popula- 
tfi)n. But although our author has a well-founded 
appreciation of all these difficulties, he is equally re- 
markable for his ill-founded faith in the remedies proposed 
by himself, which are an universal obligation to work, 
together with laws restricting marriage and sumptuary 
rules to keep down luxury. 

K. Mario, Untersiichungen ilher die Organisation dev 
Arheit oder Sgstem cler Weltohonomie. Kassel, 1850- 
59 ; second edition, Tlibingen, 1884-85. 4 vols. 

* Karl Eodbertus (1805-75), surnamed Jagetzow, from 
a farm which he owned, was misunderstood by Duhring 
and Eisenhart, attacked by Held, belittled by Eoscher, 
praised by Eodolf Meyer and the social conservatives, 
and still more by "Wagner and the State socialists. 
Eodbertus was in parliamentary life for a couple of 
years, and for a very few days he was in the govern- 
ment. In politics he was a Conservative, though a Rodbertus 
socialist in economics, but a socialist not to be lured ^ socialist 
into the paths of social democracy even by such 
ardour and enthusiasm as Lassalle’s. His researches 
were conscientious^ as well as learned* and competent, 
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pseiidoiiyni of Mario he began a learned work of 
historical criticism dealing with economic ii^stitiftions 
aiicl ideas, which, if only he hatl lived t?o complete it, 
was to have ended with an elaV>oratcd scheme for the 
reform of the present social system. This existing; system 
he not only convicted before the bar of the law' as involv- 
ing a constant violation of its owm leading principles, 
but also branded on . behalf of the protlueing classes as 
traversing their . interests wdieii those interests W'ere 
restated and put in their true light, ban and Tosehcr 
both cite from Winkeiblech's book, but nevertheless it 
had no appiecmble inHuiuiee upcni coidemporary tlnmght 
until Schaffle promulgated in IS 70 his extravagant 
praise of it. This caused it to ]»e reprinted, and 
Winkfl- attracted attention from a nuniljcr of specialists. Up 
blt'oh on to the time of tlie French iievnlmioii antlior argues 
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and nioderatio.n. Liberalism kiiow-s iiothing but the 
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an atomistic phase in economics, w'hicli out of the ruins 
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exercised ly large capitalists to tlie dot ruction alike of 
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to communism, our author accuses it of falling down 
before a graven Image, which Is iiotliiiig more than a 
blundeiing combination of the facts that constitute real 
eijiiality. Communism, according!}', is more or h^ss 
like a machine, and would lead, with its cut-amklried 
notion of a distribution according to neeils, to the 
w'orst of all raonoptdies, that- of laziness. There is, he 
argues, one and one on!}* rational emubination of true 
Libertyaml liberty w'ith true equality, and this, is in what he calls 
ef|F,ality. federal syakmi, with the proviso that all the 

political associations of this phrase removed. This 
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federal scheme is a collectivist organisation of the most 
uncopipromising kind, to be set to work by societies of 
working-fhen, ^which must be organised by the State. 

The first iiec*essar 3 r provision in their organisation is 
the setting aside of a certain fund to provide the mini- 
mum necessary for supporting life in all members ; but, 
that once provided for, the sum of the common earnings 
should be subdivided on the basis of the contribution 
actually made in each individual case, and apportioned 
accordingly. One thing calls for commendation in Sclieme of 
AVinkelblech’s scheme : he never blinks the great federal 
difficulties staring in the face of every proposer of 
socialism, no matter what shape he may give to it, and 
those difficulties are the insufficiency of production for 
the purposes contemplated, the dangers of an excess of 
consumption, and of the indefinite increase of popula- 
t.k>n. But although our author has a well-founded 
appreciation of all these difficulties, he is equally re- 
markable for his ill-founded faith in the remedies proposed 
by himself, which are an universal obligation to work, 
together with laws restricting marriage and sumptuary 
rules to keep down luxury. 

K. Mario, Untersiiclimigen illm' die Organiscd^^^ der 
Arheit oder Sydem der WeltdJcono^nie. Kassel, 1850- 
59 ; second edition, Tubingen, 1884-85. 4 vols. 

* Karl Rodbertus (1805-75), surnamed Jagetzow, from 
a farm which he owned, was misunderstood by Duhring 
and Eisenhart, attacked by Held, belittled by Eoscher, 
praised by Eodolf Meyer and the social conservatives, 
and still more by Wagner and the State socialists. 
Rodbex'tus was in parliamentary life for a couple of 
years, and for a very few days he was in the govern- 
ment. In politics he was a Conservative, though a Rodbertns 
socialist in economics, but a socialist not to be lured ^ socialist 
into the paths of social democracy even by such 
ardour and enthusiasm as Lassalle's. His researches ^ 

were conscientious^ as well as learned^ and competent, 
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and on them were based a series of monograplis dealing 
more particularly with the economic institutions of 
Eome ; they had one serious defect, howe\'cr, due to 
his extraordinarily inefficient mode of expression. 
Over and above these writings, Rocll'jertiis made several 
attempts to sketch out a philosophy of the history of 
economics, upon which he attemiued to base in his Die 
FiN'iierumjcft- dev tirhelfcmhni Khti>^e a plan for present 
reform whose main features can he read between the 
lines of his special treatises. This last-named work 
came out in 1837, and has been most diligently 
analysed by Dietzel, but it will always remain a trjung 
and tortuous task to find the right bearings in any 
attempt to follow Eodbertus through the iabyrinthine 
maxes of his plan. He is unfortunately always doing 
two things, and it is impossible to ])e sure in any given 
case which he is at ; whether, that is to say, a givfti 
pr(')posal is to be iitted in with Iiis scheme for immediate 
or fi)r ultimate reform. There is in his mind an ideal 
of absolute collectivism which can only ]>e realised five 
or six (‘cnturies hence. But, if you read ]>etween the lines, 
— for the distinction is nowliere laid down in the work, — 
this ideal seems to be sharply distingni.shed from a certain 
modicum of alteration, for carrying out which measures 
should instantly be taken. Among the reforms dreamt of 
by Eodbertus there w’ere partial ones affecting land tenure 
and land rents, involving the supersession of existing 
returns upon capital invested in laml by a perpetual 
obligation to pay a fixed rent. There were also more 
sweeping and genenil reforms which he proposed, and 
in which he embodied the reorganisation of production 
required by the conditions in which working-men lived, 
liodbertus was possessed by the notion of an organism 
for the model State, having imbibei! it from Hegel and 
Schelling, who thus confirmed him in antagonism to 
individualism. Ha was for entrusting public authority 
with the execution of economic reforms, inasiniieh as no 
individual couldTbe more than an organ or a member of 
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the body politic. Only by State action could there be state 
a l^al transition to some reordered condition of things 
where free competition should be so checked and 
balanced as* no longer to cut down from day to day 
the workman's allotted share in the earnings of his toil. 

He demanded that the reward of labour should not be 
lessened as various improvements made it more ’ and 
more efficacious, and the State was therefore to establish 
a regular proportion taken out of the sum total of 
industrial earnings, which was to be assigned to the 
working-men; the State was also to fix the normal 
n^xmber of hours for work in various branches of 
industry, and the normal product to be required for a 
day s wt)rk. On such a basis as this a constantly shifting Shifting 
tariff of prices for merchandise and for productive 'tariff of 
services was to be drawn up, and little by little metallic 
^noney was to be superseded by assignats bearing as 
their face value so and so many days' labour. These were 
to be issued by way of loan to the eiiitrepTene%ir,% -who were 
to pay their workmen with them. The workmen could 
then take this currency to established State storehouses, 
and thence draw a quantity of articles which they 
needed, the quantity being determined by the useful 
labour which they had performed. 

Thus it appears that Kodbertus had his labour for 
his pains wffien he built up his elaborate philosophic 
•and erudite scaffolding. He took for granted a pro- 
gressive decrease in the proportion of wages to earnings, 
an assumption quite as gratuitously erroneous as Carey's Kodbertns’ 
and Bastiat's opposite one that this proportion was 
necessarily an increasing one. Indeed, after all has ^ 
been said that philosophy can invent or learning can 
discover, Rodbertus ends with propositions differing 
from those of Gwen and Proudhon only by being more 
complicated. The sum and substance of the whole 
scheme is a tyrannical and ineffectual tariff framed by 
Government authority and attached to all merchantable , 
goods and all labour performed Thife tariff could have 
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no effect at all different from tlie and the 

‘‘ maximum ’’ of the French lievolution. This lacing (jiiite 
the wiiole of the results attained, the tmtlnifiasm of 
Wagner is strange when lie proelainis Ihulhertus to he 
tlie iiicardo of socialism. 

Rodbertus, Zvr .ErkemHnm 're r 

Zudi'nak^ P Heft. Xeubrandeiibnrg, 1844, 

. Soeiaie Brief e an v. Kirch ftnene, i.-iii. Berlin, 
1S50-5L The second and third letters were 
reprinted under the title Zur BiBuchiniaj B r mchtlvif 
Frta/fx 1875. Ziir Erhhh’mh/ ae^i JUiiilfe thr 
hcniiffen KrefUBiofh des Gruteihe.^if Jena,1808- 
G9 ; second edition, 1 870. *H\nMiormale Arbeits- 
tag,'* extracted from tlie BerUnvr Bunte, Berlin. 
1871. Reprintoil in the Ztifrchrip fnr die tes, 
Sfffjdsicir.'i.^ o4 Jalirg.. ’L'^78, p|.>. C»l>2-507. Britf' 
itml me iaipuHf incite JapVie. Berlin, 1882. iJam 
I\tfjtiftiJ, J if-rfer s>tcifa’c Briej at* r, h/r‘i>nfe)n>, 1884. 
See also Ad. ’Wagner, ‘“Einigxs von luul iiber Rodl>ertu<d' 
in the Zeiisehr, fmJie f/^s. 1878, pp. lli)- 

200. Th. Kir/rdkph>dGri)!.<J*fjef:>Hd.<,<*Kiifp(Bfi>i‘ki 
Artrielden* Jena, 18^2. ib Adler. IhufitCtin.i ihr 
BeifriUahr des ivirmemhif/tHchen Leipzig, 

1884. A. Menger, iJes lOpbC// Cftilen ^frleiim 
eriiwjj edition of i88C^, [♦p. 71^00. H. Ilieizel 
Kmi Jhdherfm^ parts i. and ii. flena, 1886-88;^ 
W. H, Dawson, German Sachdi^m, London, 18.91, 
pp. 61-90. ■■ 

Karl Marx was born at Treves in 1818, and was 
exiled first to Paris, then to Brussels, and finally ftn‘ 
many years to London, where he died in 1885. lie 
united in his person the most iamspicuous gifts of the 
ma.ii .of science and of the sectary. . 

Marx had a powerful mind, and he alst) had a 
profound acquaintance with the ecrmomic litciatiire of 
preceding times, most especially with Knglisli writers. 
He was equipped wiTli a power o4* argimicinath)!! 
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always subtle and too often sophistical. In his Obscurity 

■ iimformly obscure and sometimes unintelligible style, 
he has recorded certain aspects of the abstrusest prob- 

■ lems of pure science with constant references to 
original texts. These last are so skilfully managed 
that * for blind followers, , they amount to irrefutable 
documentary evidence in favour of his arbitrary 
interpretations of history and of his dogmatic affirma- 
tions touching pure economics. Barring eveiy 
religious preconception, and all legal objections, Marx 
undertakes to ‘ demonstrate that economic evolution Collectiv- 
mevitably takes the path which leads towards collec- 
tivism.^ But for all that there was no call for the 
revolutionary methods of which Marx, as a popular 
agitator, was so energetic an advocate. Leaving out 

of consideration certain minor productions of his, where 
•he shows now and again the influence of the English 
socialists above mentioned, as well as of Proudhon, 
there may be found in an acrimonious war of words 
which he waged against this very Proudhon in 1847 Marx and 
our author’s whole notion of economics, which was 
more broadly and fully developed in his most important 
work. The first cliapters of this he published as early 
as 1859, though in a form rather diflerent from its 
Jnal one, and with the accompaniment of very full 

^ bibliographical annotations. 

K. Marx, 2Iish'e de la philosojphie, Bqwnse a la Philosophie 
% de la mishre de M, Proudhon. Bruxelles, 1847. 
(Trj|nslated into German by Bernstein and Kautsky. 

1885.) Zar Kritik der Politischen Oekonomie^ Erstes 
Heft. Berlin, 1859. Das Kapifal, Ir Band. Produc- 
tmisjy/vcess des Kapiials, Hamburg, 1867* fourth 
edition, byE. Engels, 1890. 2r Band. Girmlations- 
process des Kapitals. 1885. 

See also G. Gross, Karl Marx. Leipzig, 1885. G. Adler, 

Die Gtimdlagen der Karl Marx^sclien Kritik der ^ 
k'steJuaiden J^olkswirthsckaft. Tubingen, 1887. 0. A. 


Marx a 
ijiaterialist 
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■ y Verrijn-Stuart'j 1890, (A goo<I 

sumiTiary of the views of ^Lirx may he found -'in 
Dct\ SocidUmVii^ fifth ediiioii,’ 1898. 

. pp. 12-29.)Y 

A materialistic pliilosophy of history l)aseil exclusively 
j upon economic principles is the foumlation of i\larxs 
system, and with this philosopliy he explains aiyy and 
every turn in politics by referring to the ceaseless 
mutations in the processes of production and circula- 
lion. U])on these mutations in turn depeml corre- 
sponding transformations of the established distributioit 
of wealth. In order to grasp the law governing thn 
(‘Volution of production and of markets it is necessary 
to go hack to the theory of sur])lus value Qlvhnrcdh)^ 
whicli alone accounts for the aggregation ami increase 
of capital. 

Tlnu'e have been not a few attacks nmde upon l\farx’s 
theory of valin* from various points of vantage occujued 
by Strassburger. Knies. Iirbm-Iknverk. and others, and 
the gulf between it and Ricardo's views on the same 
subject has been reveait-d lo' Verrijn-' Stuart. The 
starting-point with .Marx is Attain Smith Is proposition 
that the only cause and the only measure of vuliic for 
any and every form of production, must always lie the 
ipiantit.y of labour involved in the process of |iroducing ^ 
it. lienee Marx lays down that labrmr is the siihstunccf, 
as It were, which takes shape as value in various pro- 
ductions. Now the ndrepremur buys from the uankmen, 
whose position deprives them of all <iwnersliip in the 
means used for production, not the thing produced, but 
. only tlio, energy of their working-power— fliidr 
krafi — and .so, because of the superiority of his posititim 
gets from their working power far iiKire than ilic strem^th 
needed to produce the means far their bare siilisi.Ntence, 
This leaves a margin of profit far larger tlian that obtain- 
able in ordinary l|argaining, where there is idtmfity of 
value in the mertdiandisc of variaus kiilds which are ex- 
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changed. The surplus value thus pocketed by the entire- Surplus 
:pfeneiiT constitutes capital, by furnishing him with means 
for new accumulations, and these, under the influence of 
competition among the entrep'enexiTS^ lead to a gradual 
and^rapid concentration of all production in a more and 
more restricted number of large workshops where, 
advantage being taken of the division of lahQur and of 
machines, the formation of a proletariat is promoted. 
.Pauperism is thus rendered inevitable by the creation 
of a reserve force of unemployed w’-orkmen, who stand 
ready always to bring down the wages of the employed 
•and to precipitate 2)eriodic crises in industry which 
becon^e more and more inevitable. Fortunately, 
liowever, tlie progress of capital contains the germs 
of its own destruction. The hour is sure to strike 
when the mass of working-men whose liberty is as 
* yet only a matter of form, and who are really over- 
whelmed by misery, will burst the chains that bind 
them down, and will expro|Driate their expropriators. 

From that hour production will only be possible by 
co-operation among workmen, and this will amount to 
an organised state of democracy for production which 
will be converted partly into capital, , and will partly be 
distributed among the working-men as their own free- 
hold property. During the period coming directly after 

^ the emancipation of labour from the tyranny of capital 

by revolutionary methods, the distribution of earnings The eman- 
will be in proportion to each individual’s contribution 
of labour, and the measure of value used will be a 
produce -unit measured by the length of the work 
bestowed upon its production. And thus we have in 
this transitional stage, where class difierences of all 
kinds have been suppressed, an unequal distribution of 
goods. But the final stage will come which is to be 
definitive, and then all distinctions between mental and 
muscular work will fall away ; labour will be regarded 
as a necessity and not as a griev<^us burden, and the 
full equality oi every man to his neighbour will be 



